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PART I -NOTIFICATION

ITEM 1. Significant Parties

() the issuer’s directors;

The directors are all full time farmers. The foll@wing addresses are both their farm

business and home addresses.

Jason W. Acker
N1945 County Rd D
Bay City, WI 54723

James V. Dicke
17273 County 1 Blvd
Red Wing, MN 55066

Robert W. HinSch
39181 230™ Ave
Goodhue, MN 55027
Brian E. Hokanson

39576 90™ Ave
Cannon Falls, MN 55009

Dale R. Kackmann

Rt. 4, Box 59
Lake City, MN 55041

(b) the issuer’s officers;
President, Dale R. Kackmann
Vice President, Robert W. Hinsch

Secretary, Mark R. Yotter

o Martin B. Kehren

35590 County 45 Blvd
Lake City, MN 55041

Dale G. Krass
N1150 210" St
Maiden Rock, W1 54750

Stanley C. Lundell
34385 County 25 Blvd
Cannon Falls, MN 55009

Kevin J. O’Connor
34810 County 8" Blvd
Goodhue, MN 55027

Mark R. Yotter
Rt. 3, Box 146
Lake City, MN 55041

The officer’s are all directors. See officer’s addresses listed in item 1(a).

(c) the issuer’s general partners;

Not applicable

(d) record owners of 5 percent or more of any class of the issuer’s equity securities;

Not applicable
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(e) beneficial owners of 5 percent or more of any class of fhe issuer’s equity securities;
Not applicable

(f) promoters of the issuer; |
Not applicable |

(2) aﬁ'iliateé of the issuer;

The issuer owns a fifty percent (50%) membership interest in fhe following companies:
Western Wisconsin Ag Supply Company, LLC
Red Wing Grain, LLC

Western Wisconsin Nutrition, LLC

(h) counsel to the issuer with respect to the proposed offering;

Michael D. McIntyre (P34865 Michigan)
Michael D. McIntyre PLC
5000 Marsh Rd Suite 15
Okemos, MI 48864
(i) each underwriter with respect to the proposed offering;
-Not applicable
(j) the underwriter’s directors;
Not applicable
(k) the underwriter’s officers;
Not applicable
(1) the underwriter’s general partners;
Not applicable

(m) counsel to the underwriter.

Not applicable



ITEM 2. Application of Rule 262

(a) None of the persons identiﬁéd in response to Item 1 are subject to any of the
disqualification provisions set forth in Rule 262.

(b) Not applicable

ITEM 3. Affiliate Sales

No part of the proposed offering involves the resale of securities'by affiliates of the
issuer.

ITEM 4. Jurisdictions in Which Securities Are to Be Offered
(a) Not applicable

(b) The securities will be offered in the states of Minnesota and Wisconsin primarily to
members (owners) of the issuer by issuer’s employees through personal contact and
member meetings.

ITEM 5. Unregistered Securities Issued or Sold Within One Year

(a) (1) Ag Partners Coop '

: (2) Promissory notes, $169,053 of new note principal issued representing
$14,412 of compounded annual interest accrued on previously issued promissory
notes that automatically renew each year and $154,641 of new funds received.
(3) Issued in dollar for dollar amounts representing the funds received
(4) Issued to the following current or former member/patrons of the Cooperative:

Bridal Rock Orchard Lake City, MN
Evelyn Fredrickson Wanamingo, MN
Melanie Hinsch Goodhue, MN
John Holst Goodhue, MN
Ivan and Linda Sievers Lake City, MN
Strusz Farms Goodhue, MN
Curt and Marie Strusz Goodhue, MN
Percy Thompson Goodhue, MN
Rosemary Thompson Goodhue, MN
Donald Windhorst Zumbrota, MN

(b) Not applicable



(c) The promissory notes were issued to residents of the State of Minnesota, the state
where the issuer is domiciled, has its principal office and conducts a large portion of its
business. Therefore, the notes were exempt from registration under the Securities Act as
an intrastate offering pursuant to Rule 147.

ITEM 6. Other Present or Proposed Offerings

At the present time neither the issuer or any of'its affiliates are planning the issuance of
any securities in addition to those covered by this Form 1-A.

ITEM 7. Marketing Arrangements

(a) No arrangements as described are known to any referenced party.

(b) Not applicable.

ITEM 8. Relationship with Issuer of Experts Named in Offering Statement
Not applicable
ITEM 9. Use of a Solicitation Document

Not applicable
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OFFERING CIRCULAR
June 1, 2006

AG PARTNERS COOP
CLASS A PREFERRED STOCK

Ag Partners Coop (the “Cooperative”) is offering up to 50,000 shares of
" non-voting Class A Preferred Stock, stated value $100 per share (the
“Shares”), on an ongoing basis to its members for their optional conversion
of all or part of their allocated patronage income account balances with the
Cooperative to Shares and to its members and other investors for direct cash
investment, subject to certain purchase and transfer restrictions stated herein.
The Shares will pay a variable non-cumulative annual dividend up to eight
percent (8.0%) at the discretion of the Cooperative’s board of directors and
have preference over allocated equities and common stock upon liquidation
of the Cooperative.

No more than $5 million of Shares will be issued within the 12-months
before the start of and during this offering. No minimum number of shares is
required to be issued.

SEE THE RISK FACTORS SECTION OF THIS CIRCULAR

The offering will commence approximately on the date stated above and continue for 24
months from that date or until the full number of shares offered are issued unless earlier
terminated by the Cooperative’s board of directors.

Underwriting
Price discount and Proceeds
to public commissions - A . toissuer
Per Unit $ 100 None $ 100
Total Minimum $ 00 None $ 00
Total Maximum $ 5,000,000 None $ 5,000,000

Note A. Legal, printing and other costs of this offering are not expected to exceed $40,000.

THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION DOES NOT
PASS UPON THE MERITS OF OR GIVE ITS APPROVAL TO ANY SECURITIES
OFFERED OR THE TERMS OF THE OFFERING, NOR DOES IT PASS UPON THE
ACCURACY OR COMPLETENESS OF ANY OFFERING CIRCULAR OR OTHER
SELLING LITERATURE. THESE SECURITIES ARE OFFERED PURSUANT TO AN
EXEMPTION FROM REGISTRATION WITH THE COMMISSION; HOWEVER, THE
COMMISSION HAS NOT MADE AN INDEPENDENT DETERMINATION THAT THE
SECURITIES OFFERED HEREUNDER ARE EXEMPT FROM REGISTRATION.

Ag Partners Coop, First and ABroadway, Goodhue, Minnesota 55027 Phone: (651) 923-4056
i .
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THIS OFFERING CIRCULAR CONTAINS ALL OF THE REPRESENTATIONS BY THE
COOPERATIVE CONCERNING THIS OFFERING, AND NO PERSON SHALL MAKE
DIFFERENT OR BROADER STATEMENTS THAN THOSE CONTAINED HEREIN.
INVESTORS ARE CAUTIONED NOT TO REPLY UPON ANY INFORMATION NOT
EXPRESSLY SET FORTH IN THIS OFFERING CIRCULAR.

THERE IS NO PUBLIC MARKET FOR THE SECURITIES OFFERED
HEREBY. CONVERSION TO OR PURCHASE OF THE SECUITIES SHOULD
BE CONSIDERED ONLY BY MEMBERS OF THE COOPERATIVE AND
'OTHER PERSONS WHO ACCEPT THE INHERANT RISKS OF SECURITIES
OWNERSHIP 'AND THE POSSIBLE LACK OF LIQUIDITY OF THE
SECURITIES. SEE “RISK FACTORS”. -

RECEIPT AND ACCEPTANCE OF THIS OFFERING CIRCULAR SHALL CONSTITUTE THE
AGREEMENT OF THE RECIPIENT THAT THIS CIRCULAR SHALL NOT BE REPRODUCED OR
USED FOR ANY PURPOSE OTHER THAN IN CONNECTION WITH CONSIDERATION OF
PURCHASE OF THE SECURITIES OFFERED, NOR WILL THIS CIRCULAR BE TRANSMITTED TO
OR DISCUSSED WITH PERSONS OTHER THAN THE AUTHORIZED REPRESENTATIVES,
AGENTS AND ADVISORS OF THE RECIPIENT WITHOUT THE PRIOR WRITTEN CONSENT OF
AG PARTNERS COOP. :

This Offering Circular consists of a total of 53 pages.

i




THE COOPERATIVE
Exact corporate name: Ag Partners Coop
State and date of incorporation: Minnesota March 4, 1996
Street address of principal office:
First and Broadway
| Goodhue, Minnesota 55027
The Cooperative’s telephone number: (651) 923-4056

Fiscal year: September 1 to August 31

Person(s) to contact at the Cooperative with respect to offering:

Joel Eichelberger

Phone: (651) 923-4056
Fax: (651) 923-4064

Email: joele@agpartners.net

SUMMARY INFORMATION, RISK FACTORS AND DILUTION
In addition to the facts set forth elsewhere in this Offering Circular, investors should give careful attention
to the following factors that address all of the material risks specific to the Cooperative and the Shares that

management considers may affect overall returns received by investors.

(1) No Public Market for the Shares.

The Shares will not be traded in any public securities market. The Cooperative will, on a best efforts basis
administer an informal market for transfer of the Shares. There is no certainty that there will be willing
buyers available at the time an investor desires to sell Shares. The Cooperative has no obligation to
repurchase any of the Shares and does not support or guarantee any minimum price for transferred Shares.
The transfer price for the shares in this informal secondary market will be determined between the buyer
and seller in light of the Cooperative’s then current financial position and prospects, the dividend history
established for the Shares and with the possible effects of a limited number of alternative buyers and sellers
inherent in such an informal market.

Given these circumstances an investor must be ready to hold the Shares for an indefinite period of time until
an acceptable sale can be negotiated. Therefore, investment in Shares should be seen as illiquid. This
attribute of Share ownership should be seriously considered in light of the investor’s need for liquidity
before acquiring Shares.

(2) Restrictions on Transfer of the Shares

Sale and transfer of the Shares are subject to board approval. This approval is to be considered in the light of
the objectives of the offering and the eligibility requirements for purchasers established by the board as
described in the PLAN OF DISTRIBUTION section of this Offering Circular.

Ag Partners - Offering Circular Class A Preferred Stock - June 1, 2006 Page 1 of 53



These restrictions will limit the group of possible purchasers of Shares and, therefore, tend to reduce the
liquidity of the Shares. '

(3) Non-cumulative Variable Rate Dividend on the Shares.

The annual dividend to be paid on the Shares is non-cumulative and variable to a maximum of eight percent
(8.0%) to be determined each year by the board of directors. The Cooperative’s financial position in future
years may not allow the board to declare an annual dividend or to declare a dividend at a lower rate than
was paid previously. Once a year goes by without a dividend being declared, the Cooperative is not
required to make up the dividend in a subsequent year. The Shares are only to be issued at the stated price of
$100 per share, not on an "at market” basis. Therefore, the uncertainty of the annual return cannot be offset
through purchase of the Shares from the Cooperative at less than stated value.

(4) Maintaining Profitable Margins in a Changing Agribusiness Market.

The Cooperative’s competition is increasingly coming from larger regional enterprises with economies of
scale that allow them to operate on lower per unit margins. At the same time there is an ongoing
concentration of agricultural production in larger farming units that have greater purchasing volumes and
more alternatives to seek lower prices for obtaining or retaining their business. These trends are occurring
while the Cooperative is dealing with the continuing escalation in operating costs including those related to
energy, labor and related benefit costs such as health insurance, environmental and other regulations, and
technology.

The ability to continue to obtain adequate gross margins on supplies and commodities handled and services
provided to cover operating and administrative costs and the cost of capital including the payment of annual

dividends on the Shares is a primary uncertainty faced by the Cooperative.

(5) Finding and Retaining Quality Employees.

The ability to find and retain high quality employees and the costs related to doing so is a major concern to
the Cooperative. The pressures on gross margins described above make it difficult to pay competitive salary
and benefit packages to attract top talent. More attractive long-term opportunities in other industries tend to
divert quality young employees away from agribusiness. '

(6) The Volatile and Uncertain Nature of Agribusiness.

The Cooperative and its producer member/patrons operate with all the risks of the agricultural economy.
Animal health issues, weather or disease caused crop damage or failures, damage to products during storage
and handling, national and international economic and political conditions, governmental regulation,
interruptions in shipping and distribution, hazardous chemical handling, limitations on availability of
supplies needed by producer members, the ongoing effects of the volatile nature of ag economics including
grain, milk and livestock prices and all other risks of this industry impact-the Cooperative’s ability to
operate profitably on a consistent basis.

(7) Increasing Costs of Agricultural Inputs.
The ever increasing costs of agricultural inputs such as fertilizers and chemicals. Prices are being driven up

by international demand on traditional U.S. supply sources and increasing. energy prices effecting
production costs the costs of product components. Caught in a squeeze between low prices and high input

Ag Partners Coop — Offering Circular Class A Preferred Stock — June 1, 2006 Page 2 of 53



costs, producers may reduce their use of these products, sales of which are a major source of revenues for
the Cooperative.

(8) The Changing Nature of Agriculture in the Cooperative’s Business
Territory.

While currently still a predominantly strong agricultural production area, changes will inevitably continue to
come to this area. The extent of these coming changes is uncertain at this time, and therefore, the effect on
the Cooperative’s future operations is also uncertain. '

The causes of change encompass many factors including increasing urbanization spreading from cities in the
area reducing both the number of full time commercial farming operations and the amount of acreage
devoted to production agriculture. Urbanization over time may change the market mix toward part time or
recreational and horse farms and reduce high volume agricultural production.

Increased residential development in the countryside presents the very real potential for reduced livestock
production in the area that could negatively affect the Cooperative’s feed business.

Economic pressures for larger, more efficient operations along with attractive alternate career opportunities
off the farm that are available to the younger generation in farm families is driving the ongoing
consolidation of farming units into larger enterprises. This reduces the number of potential patrons of the
Cooperative in its business territory and changes the volumes, services and pricing the Cooperative must
provide to continue to do business with these larger operations.

(9) Liabilities Related to Grain Warehousing.

The Cooperative stores grain for members and other agricultural producers. As a licensed warehouse the
Cooperative is responsible for any deficiencies of grade or shortages that may arise in connection with these
storage activities. The dollar value of grain stored varies from a few hundred thousand dollars to two million
dollars or more based on the time of year and market and crop conditions in the Cooperative’s service area.
The Cooperative’s exposure to loss is reduced by the fact that the grain is stored in multiple locations and
value losses on grade reductions are not significant when the grain can be blended into normal grain
shipments or used in animal feed.

Note: In addition to the above risks, businesses are often subject to risks not foreseen or fully appreciated by
management. In reviewing this Offering Circular potential investors should keep in mind other possible
risks that could be important.

Dilution

The Cooperative has presently issued no stock of any series other than what is described in this Offering
Circular. There are no warrants, options or other contracts for sale of stock in existence as of the date of this
Offering Circular. Therefore, investors purchasing the offered securities will have no dilution of their
positions upon purchase. The relative success of this offering will affect the exact ownership percentage of
outstanding preferred stock attained by each investor.

Although no plans currently exist for the issuance of other different classes of stock, the Board of
Directors is authorized to issue different classes of preferred stock at its discretion.

Ag Partners Coop — Offering Circular Class A Preferred Stock — June 1, 2006 : Page 3 of 53



BUSINESS AND PROPERTIES

Nature of Business

The Cooperative is a member owned farm supply and commodity marketing cooperative incorporated under
the Minnesota agricultural cooperative statute (Minn. Stat. Chap. 308.A). As such it distributes its net
income from business with member/patrons each year to those member/patrons in proportion to each
member’s annual business with the Cooperative. Its voting members who each have one vote in the affairs -
of the cooperative must be agricultural producers who meet minimum annual business and other uniform
eligibility requirements established in the Cooperative’s bylaws and by its board of directors. As of August
31, 2005 the Cooperatlve had 1,044 voting members who are all residents of Minnesota or Wisconsin.

Agricultural producers (producers) are those persons and entities that bear the risk of agricultural
production. Such producers include owners and lessees of farmland and/or production facilities and those
lessors of such properties whose annual rent is determined as a portion of the proceeds from the sale of
agricultural production from the land and/or facilities they lease to others.

The Cooperative’s primary business territory includes the Minnesota counties of Goodhue and Wabasha and
Dunn, Pepin and Pierce counties in Wisconsin. Some sales are made to producers outside this area. It
markets its products and services to its current and prospective members and patrons through several
departments with employee groups including field representatives who specialize in agronomy, animal
nutrition and commodity marketing.

For 100 years the Cooperative and its two predecessor cooperatives, Goodhue Elevator and Farmers
Elevator of Lake City, have served and changed with the needs of area farmers as an integral part of the
agricultural community. :

The Cooperative’s farm supply business provides producers and other non-member patrons with seed, bulk
and bagged fertilizer, farm chemicals, custom fertilizer blending, fertilizer and chemical application, bagged
and custom mixed feeds, bulk feed delivery, and farm supplies. The supply business also includes bulk
petroleum, and 24-hour cardtrol diesel services and propane delivery, sales and service. Farm supply sales in
the fiscal years ended August 31, 2004 and 2005 were $42,281,812 and $49,714,600, respectively.

Commodity marketing services provided by the Cooperative involve contracting and purchasing, marketing,
handling, shipping, drying and storage. Commodities handled are primarily corn and soybeans, the major
production crops in the Cooperative’s business territory. The Cooperative offers its patrons direct access to
the Mississippi river market through its ownership participation in a separate company, Red Wing Grain
LLC that operates a river terminal in Red Wing, Minnesota. Grain sales by the Cooperative totaled $
9,591,206 in the fiscal year ended August 31, 2004 and $ 10,057,240 in the fiscal year ended August 31,

2005.

Farm supplies and components for custom feed and fertilizer are purchased by the Cooperative from a
variety of sources. These suppliers include manufacturing, processing and energy companies that are
privately owned as well as cooperative entities in which the Cooperative is a member and receives
patronage income distributions in cash and allocated credits. Many of the suppliers operate in international
markets so that the Cooperative has access to a broad array of supply sources. Availability and cost of
supplies and energy products are influenced more by 1nternat10nal market conditions than limitations in
access to suppliers.

Ag Partners Coop — Offering Circular Class A Preferred Stock — June 1, 2006 Page 4 of 53



The Cooperative has grown over the years through merger and the addition of subsidiary companies to a
size that allows it some efficiencies of size that aid in competitive pricing and retaining skilled personnel to
provide specialized services.

The Cooperative serves a strong agricultural area with long standing member support of its operations. No
single customer exceeds twenty percent (20%) of sales. No sales are made directly to foreign buyers.

Competition comes principally from regional activities of national and international farm supply and
commodity marketing companies such as Hubbard Feeds, Cargill, Land O Lakes and CHS. These large
companies can sometimes offer better pricing because of the economic efficiencies of their relatively larger
size. There is some price and service competition for member/patron business at the edges of the
Cooperative’s business territory from neighboring local agricultural cooperatives.

A development in recent years has been the construction of an increasing number of ethanol plants in the
region. This has the potential of affecting the traditional patterns of grain production, marketing and
shipping in the Cooperative’s business area. It may, for example, reduce by a small percentage the amount
of grain being shipped down river from the Red Wing river terminal and shift production to corn and away
from soybeans. The overall effects on the Cooperatives operations in future years of the ethanol plants are
still uncertain. The plants cannot take large amounts of grain at any one time, they are subject to production
variations based on petroleum market conditions and governmental incentive programs. To the extent that
their usage of corn strengthens the local farm economy, the Cooperative can be assured of continued and
possibly increasing sales of seed, fertilizer, chemical and crop related services.

The Cooperative plans to continue its traditional services and to add new services as technology advances to
meet the needs of producers. Its service personnel are well educated and are continually being trained in the
latest techniques and product developments. The Cooperative has and will continue to market its products
and services to producers outside of its traditional business territory.

Note: Because this Offering Circular focuses primarily on details concerning the Cooperative rather than the
industry in which the Cooperative operates, potential investors may wish to conduct their own separate
investigation of the Cooperative’s industry to obtain broader insight in assessing the Cooperative’s
prospects.

Inventories, Commodities Transactions and Derivatives

Through its grain elevator operations the Cooperative provides a market where local producers can sell the
grain they have produced and livestock producers can purchase grain when their operations demand it. To
carry out these functions the Cooperative buys and sells grain every day.

Prices paid by the Cooperative for grain purchased from members and the prices the Cooperative receives
on grain sales are based on market prices determined in relation to prices for each commodity continually
established in competitive bidding on the national and international commodity exchanges.

The Cooperative’s ownership position is consistently monitored in its daily Long/Short position report. This
report indicates whether the Cooperative needs to buy or sell grain to limit price risk on its net position. The
Long/Short position is monitored internally and is reviewed monthly by the Cooperative’s board of directors

and its bank lender.

Because the Cooperative’s grain transaction prices follow closely the price movement on the Chicago Board
of Trade, futures contracts are a very good hedging instrument to manage price risk. The Cooperative uses
exchange traded futures and options contracts exclusively for bona fide hedge purposes.

Ag Partners Coop — Offering Circular Class A Preferred Stock — June 1, 2006 Page 5 of 53
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A good example of how the Cooperative utilizes hedging is during harvest. At that time of year large
amounts of grain are typically purchased as delivered to the Cooperative’s facilities. It may not make sense
economically or even be possible to sell all of the grain received at that time. Through the sales of futures
contracts the Cooperative is able to transfer the price risk of holding this long position to the market until a
later date when the grain can be sold. At the time of the sale an equivalent amount of future contracts can be

, purchased back with the net effect of preserving a reasonable- proﬁt margin on the grain sales regardless of

market price movements while the grain was held.

Another example of the use of futures is where a producer may contract to deliver grain to one of the
Cooperative’s facilities for a future date. Selling futures against that purchase allows time for the
Cooperative to look for the best selling opportunity for that grain when it is delivered.

If a livestock producer needs to buy grain for future delivery, the Cooperative can enter into a contract to
sell it to the producer for future delivery at a set price and buy a futures contract. The Cooperative’s position
is protected against market price movement risk by the futures contract until the Cooperative buys the grain
to deliver to the producer and sells the futures contract.

For the two most recent fiscal years ending August 31, 2004 and 2005 plus the six-month period ended
February 28, 2006 the Cooperative’s average position for corn was long 2,805 bushels and for soybeans
long 5,293 bushels. The Long/Short report for February 28, 2006 for the three major grains handled by the

Cooperative was as follows: ‘
GRAIN POSITION AS OF FEBRUARY 28, 2006

(In Bushels)
CORN BEANS OATS
INVENTORY 1,962,343 k 449,951 85,744
LESS STORAGE OBLIGATIONS 1,337,424 353,086 22,333
COMPANY OWNED GRAIN 624,919 96,865 63,411
LESS UNPRICED PURCHASES 13,964 8,943
NET CURRENTLY OWNED GRAIN 610,955 87,922 63,411
PLUS NET PURCHASE CONTRACTS 621,179 90,715
LESS NET SALES CONTRACTS © 69,063 | 9,435 (2,729)
LONG/(SHORT) CONTRACT POSITION 1,163,071 169,202 . 66,140
PLUS FUTURES BOUGHT
Expiring July 2007 100,000
TOTAL FUTURES BOUGHT 100,000 - -
LESS FUTURES SOLD
Expiring May 2006 665,000 120,000 40,000
July 2006 225,000
November 2006 " 25,000
December 2006 280,000
November 2007 10,000
December 2007 50,000 :
December 2008 30,000
TOTAL FUTURES SOLD 1,250,000 155,000 : ‘ ‘ 49,000
NET LONG/(SHORT) POSITION 13,071 ' 14,202 26,140

Ag Partners Coop — Offering Circular Class A Preferred Stock — June 1, 2006 Page 6 of 53
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Employees

The cooperative currently has sixty—ﬁve (65) full time non-union employees. Additional seasonal and part
time employees are added during spring planting and fall ‘harvest each year. The employees are categorized

as follows:
Admih_istrative 14
Plant operations - 18
Drivers 15
Sales 18

The total number of full time employees and their assignment to the listed job categones is antlclpated to
remain the same in the next twelve months.
Employees receive standard employee benefits mcludlng prov1smns for paid holidays, vacation and other
specified absences, contributory health insurance and a 401(k) pension plan.

Business Facilities and Equipment

The Cooperative’s business facility locations owned or leased directly or through its subsidiary companies
and services offered at each location are as follows. All of the facilities are in good repair and fully used in

operations.

Lake City, Minnesota —

Bellechester, Minnesota -

Goodhue, Minnesota -

Wanamingo, Minnesota -

Ag Partners Coop — Offering Circular Class A Preferred Stock — June 1,2006 Page 7 of 53 °

Grain elevator and grain merchandising

Feed store and warehouse

Fertilizer plant and seed, ag chemical warehouse
and application service

Bulk petroleum and 24-hour cardtrol diesel

Full service location

Grain elevator

Feed warehouse

Seasonal seed and ag chemical service
Anhydrous ammonia

Main office

Grain elevator and grain merchandising

Complete feed milling and manufacturing

Fertilizer plant, seed and ag chemical warehouse -
and application service

Bulk petroleum

Propane dehvery, sales and service

Full service location

Grain elevator and grain merchandising
Feed store and warehouse
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Cannon Falls, Minnesota - Grain elevator and grain merchandising
Fertilizer plant, seed and ag chemical warehouse
and application service
Feed store and warehouse
Bulk petroleum
Full service location
Subsidiary company facilities:

Ellsworth, Wisconsin - Grain elevator and grain merchandising
Fertilizer plant, seed and ag chemical warehouse
and application service
Feed store and warehouse

Farm store
Grange Hall (Ono), Wisconsin - Farm store
Red Wing, Minnesota - Barge loading grain terminal

In addition to the land and facilities described above the Cooperative owns equipment, trucks and tractors
with a net book value of approximately § 8.9 million. Major categories of these assets include grain drying,
handling and storage equipment, loaders and product storage bins, mixing equipment, sprayers and
spreaders, delivery trucks and trailers, LP tanks, and computer equipment.

The Cooperative has entered into current operating leases as follows: -

_ Lease
AnnualRent = Term Ends
Fertilizer Storage Space $ 118,125 6/30/11
Pickup Trucks (5) 38,280 12/15/06
John Deere Sprayers (3) 66,136 11/21/08
Case/Tyler SPX 3185 Sprayers (2) 43,500 . 11/01/07
Case/Tyler Titan 4300 / Flex Air Applicator 30,000 4/09/10

The future minimum non-cancelable lease payments on these operating leases are as follows: 2006
$296,041; 2007 $270,521; 2008 $214,261; 2009 $194,574; and 2010 $0.

Current spending plans for plant and equipment include the average $1 million per year for equipment
replacements and upgrades. A $2.6 million centralized fertilizer storage and blending facility at the
Goodhue location is in the planning and bidding process. This new facility will replace older facilities that
are reaching the end of their useful lives and include enhancements to improve efficiencies and provide
improved services and products to member/patrons.

Regulation

The Cooperative is subject to governmental regulation in several areas of its operations. The burden of these
regulations increases operating costs for the Cooperative as well as other competing businesses. The major
areas of regulation include: :

(1) Environmental. The agricultural industry has gone through significant changes over the past few
years in the regulation of environmental issues. These regulations cover air, soil and noise pollution.
This has been particularly true in the areas of farm chemical and fertilizer handling and storage. The
Cooperative has made significant investments in equipment and facilities in order to meet or exceed
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all current regulations for each of its facilities and the commodities and supplies handled. There are
currently no environmental violations or significant '
clean up obligations.

(2) Occupational Safety. The agriculture industry has been at the forefront of OSHA regulation for
many years. The grain industry in particular has been under heavy scrutiny. Because of the strict
OSHA requirements and the desire to provide employees with a safe workplace, the Cooperative has
and continues to work diligently to meet or exceed all applicable OSHA regulations. A safety
director is employed to keep up with safe workplace regulation changes as they occur.

(3) Transportation. The Cooperative has an employee designated as a transportation director with a job
assignment of keeping all vehicles in safe working condition and in compliance with all vehicle
safety requirements. The transportation director also is responsible to be sure employees are up to
date on training regarding safe vehicle operation practices.

(4) Terrorism, Security and Food Safety. In this evolving area of regulation the Cooperative is faced
with ever increasing requirements regarding security of products handled, records of chemicals used
on products received from producers and records to track feed and animal health products to specific
herds. The Cooperative has an employee assigned to enforce security and other applicable policies in
this area and to be sure reports to government agencies are up to date and filed as required.

Intellectual Property and Exclusive Distributorships

Ongoing success of the Cooperative is not dependent on any patents, copyrights, trade secrets, specialized
know how or other proprietary information. The Cooperative is a distributor for many agricultural products,
many of which are supported by national marketing campaigns of their manufacturers and are popular with
the Cooperative’s member/patrons. However, none of the product dealerships are of such unique nature as
to be irreplaceable or otherwise likely to cause permanent significant damage to the Cooperative’s business
if the distributorships were terminated.

Subsidiary Companies

The financial statements included with this Offering Circular include the Cooperative’s fifty percent
(50.00%) interest in the following limited liability companies accounted for on the equity method:

Western Wisconsin Ag Supply Company, LLC — This company was formed in 1999 as a joint
venture with J.M. Ranch, Inc for the limited purpose of procuring and marketing agronomy products to
producer member/patrons of the Cooperative and J.M. Ranch, Inc (affiliated with Deiss and Nugent Feed
Co.) in Wisconsin. '

Red Wing Grain, LLC - Owned jointly with Cargill, Inc. This company was formed in 2001 to
operate a barge loading river grain terminal in Red Wing, Minnesota and market grain originating in
Southeast Minnesota and Southwest Wisconsin. Cargill buys substantially all of the grain handled by the
company.

Western Wisconsin Nutrition, LLC — Effective January 1, 2003 the Cooperative formed this
company with D & N, LLC (affiliated with Deiss and Nugent Feed Co.) for the limited purpose of procuring
and marketing feed products to producer member/patrons of the Cooperative and D&N LLC in Wisconsin.
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Material Recent Events in the Development of the Cooperative

1996 — The Cooperative was formed through the consolidation two Minnesota
agricultural cooperatives, Goodhue Elevator (Established in 1905) and
Farmers Elevator of Lake City (Established in 1918). _

1998 — A new feed mill was constructed Goodhue and began centralized milling
operations

1999 — Formed Western Wisconsin Ag Supply Company, LLC with Deiss and
Nugent Feed Company and built a new fertilizer plant in Ellsworth,
Wisconsin.

2001 — Formed Red Wing Grain, LLC in with Cargill, Inc and leased a barge
loading grain terminal on the Mississippi River in Red Wing, Minnesota.

2003 — Formed Western Wisconsin Nutrition, LLC with Deiss and Nugent Feed-
Company and brought feed milling functions to Goodhue, Minnesota.

2004 — Red Wing Grain, LLC bought the barge loading grain terminal it was
leasing in Red Wing, Minnesota.

2005 — Purchased land in anticipation of constructing a new fertilizer faclhty in
Goodhue, Minnesota in the summer of 2006.

Pending Equity and Other Transactions

In 2005 the members voted to amend the Cooperative’s articles of incorporation to change to a stock based
cooperative corporation. The details of this equity restructuring are discussed in the CAPITALIZATION
section of this Offering Circular.

There are currently no mergers acquisitions, spin-offs or other restructuring transactions pending or
anticipated.

USE OF PROCEEDS

The principal purpose of the issuance of the Shares is for conversion of member allocated patronage income
credits on the books of the Cooperative. This will result in no cash proceeds being received. The objective
of this conversion is to reduce the Cooperative’s annual cash disbursements for revolving redemptions of
member allocated equity accounts to the extent members choose to make the conversions and to build a
more permanent equity capital structure. The annual dividends to be paid on the Shares represent
consideration to members for the longer-term investment commitment resulting from the conversions. It is
anticipated that approximately $3.5 to $4 million of Shares will be issued for this purpose. There is no
established amount of these conversions to meet any specific financial objective or requirement.

The Cooperative’s cash flow requirements are being met from its available resources, ongoing operations
and financing arrangements in place. The Cooperative does not anticipate any cash flow or liquidity
problems in the coming 12 months. Major upcoming cash expenditures include $700,000 for equipment
replacements and upgrades, $600,000 for patronage income distributions to members and $ 2.6 million for
construction of new fertilizer facilities in Goodhue, Minnesota. The Cooperative is not in default on any
loan or obligation, there are no unpaid judgments or liens and trade payables are all being paid within
normal terms. Issuance of the Shares is not being done for cash to meet immediate operating or asset
acquisition financing needs.

Shares representing the available balance of the $5 million limit of this Regulation A offering are expected
to be issued for new funds that will be added to the Cooperative’s general working capital, used to meet the
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Cooperative’s cash requirements in the normal course of business and/or applied to reduce the debt
described in the CAPITALIZA’HON section of this circular. No specific use of these anticipated investment
funds has been established at this time.

CAPITALIZATION
Debt

Relationship with CoBank, ACB. - The Cooperative’s primary lender is CoBank ACB (CoBank), an
Agricultural Credit Bank headquartered in Denver, Colorado, that is one of the banks of the Farm Credit
System. The Farm Credit System, established in 1916 by the United States Congress, is a Federally
chartered network of borrower-owned lending institutions comprised of cooperatives and related service
organizations. CoBank, which is structured as a cooperative owned by its borrowers, is Federally chartered
under the Farm Credit Act of 1971, as amended, and is subject to supervision, examination, and regulation
by an independent Federal agency, the Farm Credit Administration. The Cooperative is one of
approximately 2.400 voting stockholders of CoBank who each have one vote under the bank’s cooperative
structure.

CoBank is restricted under its charter to making loans and providing related financial services to eligible
borrowers in the agricultural and rural utility sectors and to certain related entities and is not authorized to
accept deposits. CoBank raises debt funds for its lending activities primarily through the issuance of debt
securities by the Farm Credit Banks Funding Corporation, which is also part of the Farm Credit System.

Acting under its cooperative structure, CoBank returns a portion of its annual earnings to its
owner/borrowers in the form of patronage dividends. The dividends are paid part in cash and part in capital
stock and participation certificates that become part of the owner/borrower’s equity investment in CoBank.
Patronage dividends, which effectively lower the borrower’s cost of borrowing, are paid from CoBank’s net
eamnings in proportion to the owner/borrower’s borrowings from the bank for the year compared to
CoBank’s total loan volume for the same period.

The Cooperative has received patronage dividends based on its annual borrowing levels including § 44,592
in the fiscal year ending August 31, 2004 (paid $ 22,296 in cash and $22,296 in CoBank capital shares) and
$ 62,963 (in the fiscal year ending August 31, 2005 (paid $ 37,778 in cash and $25,185 in CoBank capital

shares).

In accordance with the Farm Credit Act, eligible borrowers are required to invest funds as equity in CoBank
as a condition of borrowing. The minimum initial borrower investment is the lower of $1,000 or 2% of the
amount of the initial loan and is paid in cash at the time of the borrower’s first loan from the bank. At the
~present time CoBank is following a loan-based capital plan that requires each borrower to meet a required
equity capital investment level calculated as ten percent (10%) of the borrower’s past five-year average loan
balance. No direct investment by the borrower is required to meet this level. The requirement is met through
accumulated patronage dividend allocations retained as equity capital by the bank.

Under CoBank’s current capital plan the Cooperative’s required equity capital investment amount is
$472,597. The Cooperative’s equity capital investment in CoBank at August 31, 2005 was § 401,674. When
the Cooperative’s accumulated patronage dividend allocations retained as equity capital by the bank reach
the required amount subsequent annual patronage d1v1dends payable to the Cooperative from CoBank will
be paid totally in cash.
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CoBank’s capital plan requirements could change over time based on the bank’s activities and capital needs.
Redemption of equity capital investments is at the discretion of the board of directors of CoBank. Should
the Cooperative’s average borrowing levels be reduced over time its required equity capital investment level
would drop accordingly and any excess equity capital investment would eventually be returned to the
Cooperative in accordance with CoBank’s equity redemption policies then in effect.

CoBank holds a statutory first lien against the Cooperative’s equity capital investment as part of the security
it relies on in its lending to the Cooperative. Holders of equities of CoBank may not pledge, hypothecate, or
otherwise grant a security interest in such equities except as consented to by the bank under Farm Credit
Administration regulations.

Short Term Debt — The Cooperative has a line-of-credit with CoBank of $9,500,000 to meet seasonal cash
flow needs. This loan has a variable interest rate based on market rates that was 7.28% at February 28, 2006
and matures March 1, 2007. The balance at February 28, 2006 was $ 513,721. This loan arrangement is
secured by the same assets as the long-term loan with CoBank described below.

Payments due on long-term debt in the next twelve months total $ 1,533,114.

Long Term Debt — Obligations maturing over one year from the end of the Cooperative’s fiscal year
include:

CoBank - The Cooperative has a term loan with CoBank that matures on March 20, 2010. This loan
is being repaid at the rate of $49,000 per month plus interest at a variable rate that was 7.53% at February
28, 2006. The balance of this loan at February 28, 2006 was $ 2,475,000. The short and long term loans with
CoBank are secured by essentially all of the tangible and non-tangible assets of the Cooperative. The
CoBank loans also include loan restrictions and covenants that require the Cooperative to maintain certain
debt to equity and other ratios and minimum working capital of $2,500,000 at the end of each of its fiscal
years (ending August 31) of each year) during the term of the loan and $1,000,000 at other times.

Patron Investment Notes - The Cooperative has unsecured promissory notes issued to patrons that -
mature September 15 of each year. The notes automatically renew unless the holder requests payment. At
September 15,.2005 there were notes from thirteen (13) current or former member/patrons who were all
residents of Minnesota that total $945,114. This amount includes $169,053 issued in new note principal
since September 16, 2004. During the same period $448,105 was paid to retire notes previously issued.
Interest is accrued and compounded monthly and paid at the note maturity date each year at the direction of
the. note holder either in cash or by adding the accrued interest to the principal amount of note being
renewed. New note principal since September 16, 2004 includes $14,412 of compounded interest. The
annual interest rate on these notes is five percent (5%).

Members’ Equity

As an agricultural cooperative organized on a non-stock basis the Cooperative’s present capital structure
consists only of allocated and unallocated net earnings.

Allocated Equities - Allocated equities consist of the unredeemed retalned portion of prior year patronage
income allocated to individual members. Such allocations of each year’s net patronage source income are
made on a patronage basis to members based on their business with the Cooperative for that year. The
balance of these equities, before allocations to be made for the fiscal year ending August 31, 2005 is
$9,489,332 comprised of allocation amounts back to the 1991 — 1992 fiscal year.

These allocations are subject to redemption at the sole discretion of the board of directors based on the
financial strength and position of the Cooperative. In recent years the Cooperative has followed a pattern of
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redeeming patronage income allocations within ten to twelve years. The Cooperative has also followed a
discretionary policy of redeeming allocated patronage income accounts in the estates of deceased members.

General Reserve - The general reserve consists of accumulated after tax net earnings from non-patronage

income and minor amounts of patronage income not allocated to member patrons. Such income is retained
by the Cooperative and not allocated to individual members.

Changes Being Implemented — Equity Restructuring Plan

In March 2005 the members of the Cooperative voted to amend the Cooperative’s articles of incorporation
and bylaws in order to support and provide authority for the board of directors to implement an equity
restructuring plan proposed by the board of directors for the purpose of building more permanent equity
capital that involves the components described below. Prior to the amendment vote the board of directors

had conducted a series of member meetings to inform the membership of the equity restructuring plan. The

specific elements of the plan are being implemented by the board of directors under its authority established
1in the amended articles of incorporation and bylaws as well under the Minnesota agricultural cooperative
statute. No further approvals by vote of the Cooperative’s members are required to implement this plan.

Common Stock - The Cooperative was formed in 1996 on a non-stock basis. The approved amendments to
the Cooperative’s articles of incorporation change the Cooperative to a stock corporation. The amendments
established a requirement for a voting member to be the holder of one share of common stock with a par
value of $1,000 and authorize the issuance of up to ten thousand (10,000) shares of common stock.

Acting under its discretionary authority to redeem allocated patronage income credits, as part of the equity
restructuring plan, the board of directors will redeemed and transfer $1,000 of allocated patronage credits on
the books of the Cooperative to cover the price of a common stock share for current members eligible for
and desiring continued membership. Those current members who do not have $1,000 of allocated

 patronage credits and non-member patrons who are eligible for and desire membership in the Cooperative
will have the opportunity to pay the balance due for their stock share or have their future patronage income
allocations accumulated in a stock credit account until sufficient to pay the balance of the purchase price of
the stock share in full.

Based on the number of current members who meet eligibility requirements for the 2005 — 2006 fiscal year,
this structure change resulted in approximately $700,000 being reclassified from Allocated Equities to
Common Stock. As part of its implementation of the equity restructuring plan the requisite amount of
allocated patronage credits to cover the common stock share for each eligible member was redeemed and
transferred to a stock credit account as of August 31, 2005. The formal issuance of the common stock shares
to eligible members to complete the documentation of this portion of the equity restructuring plan was
completed in March and April 2006.

Preferred Stock - The amended articles of incorporation also authorize the issuance of up to five hundred
thousand (500,000) shares of no par value preferred stock. The articles authorize the board of directors to
issue preferred stock, as they deem appropriate in multiple series and under the terms and conditions that
they establish. As of the date of this Offering Circular no shares of any preferred stock series have been

issued. _ _
Class A - The board has approved the issuance of the series of Class A Preferred Stock that is

covered in this Offering Circular. See DESCRIPTION OF SECURITIES herein.

Class B - The board has also approved the creation of a series of Class B preferred stock with 2,000
shares available for issuance. These non-voting shares have a stated value of $1,000 per share and pay a
non-cumulative variable annual dividend of up to five percent (5%) as determined by the board of directors.
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Class B preferred stock has a priority on dissolution over allocated equities and common stock, but not over
Class A preferred stock. This series is established for conversion, at the discretion of the board of directors,
of funds represented by cancelled common stock shares belonging to members who no longer meet the

eligibility requirements to retain their voting member status. It is expected that very few shares of this stock
series will be issued over time.

Discounted Conversion of Allocated Equities ~A key component of the Cooperative’s plan to build more
permanent equity capital is the discounted redemption of allocated equities being offered to members at a

forty percent (40.00%) discount rate. This part of the equity restructuring plan is being implemented by
board action under its discretionary authority to redeem allocated equities.

For a cooperative the redemption of allocated equities can be accomplished at the discretion of the board of
directors through payment in cash, payment in equivalent value of products or other assets, credits against
amounts owed by a member to the cooperative or conversion to another type of equity account or
instrument.

Participation in the discounted redemption part of the Cooperative’s equity restructuring plan is optional for
each member. There are no member approved documents, agreements or cooperative laws or principles that
allow the Cooperative to force a member to accept a discounted redemption of allocated equity accounts.

The discount rate was established primarily to reflect two economic factors.

First, is that the Cooperative’s assets include over $3 million in similar allocated equity investments in
cooperatives with which the Cooperative does business. These other cooperatives are on extended or
delayed equity revolvement schedules that result in the Cooperative holding these investments for indefinite
periods. Annual increases in these allocated equity investments in other cooperatives are included in the
Cooperative’s income in the year earned and, accordingly, allocated to the Cooperative’s members as part of
the allocated equities for those years held by the Cooperative’s members.

The Cooperative strives to revolve allocated equities back to its members at a time as early as financially
practical. It is a major cash burden to the Cooperative to revolve back to its members the full value of their
allocated equities from a given year when the cooperatives with which the Cooperative does business have
not revolved their corresponding allocated equities that the Cooperative holds for those same years.

To the extent that the Cooperative’s members accept the discounted conversion of their allocated equity
accounts to other equity accounts or instruments the Cooperative is relieved from a future redemption
obligation to those members. Then when a cooperative in which the Cooperative holds allocated equities
does eventually pay out a portion of those equities the Cooperative will be in a better position to use the
funds received to meet its other cash requirements.

Second, the Cooperative’s redemption pattern for member allocated equities as established at the discretion
of the board of directors has historically been in the ten to twelve-year range. General needs for- equity
capital anticipated in the coming years are expected to cause the board of directors to extend this redemption
time period in the future. There is a time value of money. For a member to be able to convert non-dividend
bearing allocated equity accounts with no certain future redemption date for a current dividend bearing
stock justifies a discount rate applied to the allocated equities being converted.

The original equity credits received by members were taxable as ordinary income to the member in the year
the allocation was made. The current benefit to a member who chooses to accept the discounting of their
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allocated equities is that they receive an ordinary loss for tax purposes in their tax year in which the discount
is recorded by the Cooperative.

The original equ'ity restructuring plan as proposed to the membership included an option for members to
elect to have their allocated equity accounts (or any portion of the accounts that they choose) redeemed at a
40% discount through conversion of the discounted amount to the Shares at their $100 per share stated
value. - ‘

As a result of the discussions of the equity restructuring plan with the members this original concept was
modified by the board of directors. Because of the availability of the current tax deduction, the members’
understanding of the long term equity capital needs of the Cooperative, and the anticipated lengthening of
the holding time of allocated equity accounts until redemption a number of members expressed their desire
to accept the discounted redemption of their allocated equities regardless of their ultimate decision whether
to accept conversion of their discounted allocated equity accounts to the Shares after review of this Offering
Circular. o

Acting within its discretion in handling the redemption and classification of member allocated equity
accounts the board of directors authorized the transfer of allocated equity accounts specified by members
desiring to accept the discount of those accounts regardless of their decision regarding conversion to the
Shares at the discounted amount to a separate allocated equity account called stock credits in keeping with
the new equity structure. The transfer to a different equity account classification was necessary to record
redemption transaction and trigger recognition of the discount. The discounts were recorded for those
accounts involved by the Cooperative in 2005 and the participating members received the discount tax
deduction for their 2005 tax year.

Upon review of this Offering Circular the holders of these stock credit accounts will be able to convert them
to the Shares. Should any of these members decide not to make the conversion of their stock credit accounts
to the Shares after review of this Offering Circular their stock credits will be held by the Cooperative and
paid out to the member in the same redemption cycle at the discretion of the board of directors as other
allocated equity accounts from the same years.

Other members who have not previously elected to accept the discount of their allocated equity accounts
through conversion to stock credits will be able to accept conversion of their equity accounts to Shares at the
40% discount rate upon review of this Offering Circular.

Under the equity restructuring plan, all members are able to buy any number of Shares within the terms of
the offering for cash at the $100 stated price per share. All members have the option to choose to have their
allocated equity accounts discounted by 40% through conversion to the stock credit account without being
required to accept conversion to Shares. Conversions of allocated equity accounts to Shares are only
allowed at the 40% discounted rate, whether done at the time of the decision to convert allocated equities to
Shares or through conversion of stock credit accounts that represent the member’s allocated equity accounts

that have previously been discounted 40%.
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- Capitalization Table as of February 28, 2006

Restated to Show Full

Per Implementation
Financial of Restructuring
Statements and this Offering
Long Term Debt $ 3,420,114 $ 3,420,114
Stock Credits 3,298,287 2,598,287 A
Allocated Equities 4,636,652 4,636,652
Patronage Payable in Equities
General Reserve 6,276,432 6,276,432
Common Stock 700,000 A
Preferred Stock - Class A . B
-Class B C
Total Debt and Equity Capital $17.631,485 $ 17,631,485

A — Stock Credits at February 28, 2006 represent allocated patronage income equity amounts reclassified to
this separate member capital account as part of the equity restructuring plan approved by the members.
Approximately $700,000 of the credits will be converted to voting common stock for the 700 members of
the Cooperative at February 28, 2006. The balance of $2,598,287 represents the discounted balance of
allocated patronage income accounts belonging to members who elected to accept the discounted
reclassification prior to August 31, 2005 and who will have the option of converting their stock credits to
Class A Preferred Stock as part of this offering.

B — No Class A preferred stock is shown as there is no minimum issuance of Shares required in this
offering. Class A preferred stock will primarily be issued in conversion of member stock credits or
additional allocated equities with discounts on conversion of allocated equities being added to the general
reserve. Therefore, the Cooperative’s total debt and equity capital will not change as a result of the offering
except to the extent of sales of Shares to non-member investors, which are not anticipated to be significant
during the period of this offering.

C - No Class B preferréd stock is expected to be issued as a result of the equity restructuring plan or this
offering. '
DESCRIPTION OF SECURITIES

The securities being offered hereby are Class A Preferred Stock Shares at a price of $100 per share. This is
not an at market price offering. The Shares will only be issued by the Cooperative at the $100 per shar
price. ‘

Description
These Shares have the following characteristics:
- One hundred dollars ($100) stated value per share set by the board
of directors.
- - Non-voting.

- Variable non-cumulative annual dividend up to eight percent (8.00%) at the discretion of
the board of directors.
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- Preference over allocated equities and common stock upon dissolution of the
Cooperative. -

- gx_re only transferable on the books of the Cooperative upon the approval of the board of
irectors. ” :

- May be issued in uncertificated form and in fractional shares.

The board of directors has currently approved 100,000 shares of this series to be issued over time, with up to
50,000 shares to be issued in this offering. Class A Preferred Stock is not convertible to any other stock
series and has no other preferences or rights than those stated above. There is no minimum number of
Shares required to be issued in this offering.

The Cooperative, at the discretion of the board of directors, may from time to time purchase shares offered
for sale, or make offers to purchase Shares, but may not force holders to sell their share back to the
Cooperative through a call for the redemption of any amount of the Shares.

Specific plans for repurchase of Shares have not been formulated at this time. Considerations will include
the Cooperative’s desire to provide liquidity to holders of the Shares, its cash position and anticipated cash
requirements and the Cooperative’s equity capital planning as to the maximum number of Shares it desires
to have outstanding over time.

As equity instruments, the dividends payable on the Shares may be subject to restrictions in covenants of
loan agreements entered into from time to time by the Cooperative. At the present time no such restrictions
are in effect.

Issuance of Shares in uncertificated form refers to the Cooperative’s option under Minnesota statute (Minn.
Stat. 302A.417) to issue evidence of ownership of the Shares in any written or computer generated form that
contains information specified in the statute regarding the Shares and the stockholder in place of a
traditional stock certificate.

PLAN OF DISTRIBUTION

The offering will commence approximately on the date of this offering circular and contihue for 24 months
from that date or until the full number of shares offered are issued unless earlier terminated by the
Cooperative’s board of directors.

There is no public market for the Shares. The Cooperative will, on a best efforts basis for the benefit of its
shareholders, administer an informal market by maintaining lists of holders with available shares for sale
and interested buyers. Subject to approval of the transfer by the Cooperative’s board of directors, holders of
the Shares may negotiate the sale of their Shares to potential buyers from the Cooperative’s list or otherwise
located by the holder. No commitment or guarantee has or will be made by the Cooperative to any investor
as to what price might be-received in a negotiated sale of the Shares, nor does the Cooperative have any

obligation to make such a guarantee. There is no assurance that an investor may be able to sell Shares within
any desired timeframe.

The Cooperative is not using underwriters or selling agents for this offering. No commissions, finders’ fees
or any special transaction based compensation are being paid in conjunction with the issuance of the Shares.
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The following employees of the Cooperative will be participating in the distribution of the Shares on behalf
of the Cooperative. Each of these employees is exempt from registration as a broker dealer under the
provisions of Rule 3a4-1 of the Securities Exchange Act of 1934.

Gregory S. Schwanbeck General Manager

William T. Ahlbrecht Assistant General Manager
Joel P. Eichelberger Controller

Janice J. Holst - Office Manager

Trudy R. Vangssness Bookkeeper

Judy A. Bremer Bookkeeper

Cindy L. Boehlke Bookkeeper

No transaction based compensation will be paid to any employee or director in conjunction with the
issuance of the Shares.

There is no requirement, plan, arrangement or commitment involving officers, directors, or any other
individual investor or group to purchase Shares in this offering

The Cooperative has no obligation to repurchase Shares in any amount at any price at any time. The board
of directors may at its sole discretion authorize the Cooperative’s repurchase of Shares in varying amounts
from time to time at par or another price determined by the board based on then current financial
circumstances. :

Restrictions and Priorities

Conversion to, purchase and secondary transfers of the Shares are subject to certain restrictions.

(1) Shares may only be acquired by residents of Minnesotzi and Wisconsin, unless the board of directors is

satisfied that there is an applicable exemption from registration in the state of residence of the potential

purchaser and the purchase otherwise meets the approval of the board.

(2) No more than $5 million of Shares (50,000 shares) will be issued within the twelve months before the
start of and during this offering, less the aggregate offering price of any other securities issued by the
Cooperative during the same period. No issuance of other securities has occurred or is planned during
this period with the exception of the additions to existing promissory notes at their renewal date and the
possible minor amount of the Cooperative’s common stock held by persons no longer eligible to be
voting members of the Cooperative that might be converted to Class B Preferred stock at the discretion
of the board. The promissory notes and Class B Preferred stock are descnbed in the
CAPITALIZATION section of this Offering Circular.

(3) Priority in the issuance of Shares in the first twelve month period from the date of this Offering Circular
will be given to holders of allocated patronage income credits who agree to accept the Cooperative’s
offer to convert those credits. to the Shares based on a forty percent (40%) discount applied to the
amount of credits being converted. This discount is described in detail in the CAPITALIZATION
section of this circular under the discussion of Discounted Conversion of Allocated Equities.

(4) Shares can only be sold or transferred with approval of the Cooperative’s board of directors as recorded
in the books and records of the Cooperative.
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While some local non-member investors may be allowed to purchase Shares, the Shares are primarily
intended for conversion of member allocated patronage income credits into long term dividend bearing
equity investments and for additional investment to support the Cooperative by current and former
members. Secondary transfers to third parties approved by the board of directors are allowed to provide
liquidity for the investment.

~Given these objectives, the Cooperative does not want the administrative burden of unrestricted sales
and transfers of the Shares to a widespread group of investors unrelated and unfamiliar with its activities
and objectives. .

Therefore, board approval is required for sale or transfer of the Shares to provide assurance that Shares
are primarily held by current and former members and local persons or entities who have some
relationship with or sufficient knowledge of the Cooperative, its members and its operations to be an
appropriate investor in the Cooperative. The board will also consider other factors such as whether the
proposed purchaser is in a competitive position with a possible intention of gaining access to the
Cooperative’s financial information to be used to the detriment of the Cooperative and its general
impression of whether the proposed investor has a sufficient financial position and background to
understand and bear the risks of investment in the Shares.

Certificates or other documentation representing the shares will bear a legend notifying holders of these

restrictions.

As a non-stock entity through 2005 the Cooperative has had no stock series outstanding on which to pay
dividends or to redeem.

Member/Patron Promissory Notes - The Cooperative has issued promissory notes to Minnesota resident
member/patrons since its 2000/2001 fiscal year to supplement its working capital. The notes pay 5% annual
interest and all mature on September 15 of each year. The notes automatically renew unless the holder
instructs otherwise. Notes have been issued to approximately 50 different member/patrons over this period

DIVIDENDS, DISTRIBUTIONS AND REDEMPTIONS

of time. Note transactions are summarized as follows for the past five years are as follows:

Fiscal Year Ended Note Principal
August 31 Issued Redeemed Balance
2001 $1,213,457 $ 0 $ 1,213,457
2002 17,758 86,476 1,144,739
2003 479,756 589,791 1,034,704
2004 321,841 132,379 1,224,166
2005 169,053 448,105 945,114

Patronage Dividends - Distributions of patronage income have been made to members in cash and allocated
credits each year on a patronage basis as have annual redemptions of prior year retained patronage income

credits. These transactions in the past five fiscal years are as follows:
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Patronage Dividends Paid In .

Fiscal Year Prior Year
Ended Allocations

August 31 Cash Allocations Redeemed
2001 $ 442,750 ' $ 822,250 $ 336,916
2002 689,500 280,500 364,690
2003 647,500 1,202,500 358,506
2004 480,000 ~ 720,000 357,586
2005 _ 620,000 _ 620,000 359,588

OFFICERS AND KEY PERSONNEL

Officers — 2005 /2006

The following officers are directors of the Cooperative elected by the board to serve a one year term that
runs from the annual board organizational meeting held after the Cooperative’s annual November
membership meeting. The officers carry out their duties on an as needed part time basis.

Dale R. Kackmann, President

Dale was elected by the board to serve as the Cooperative’s president in November 2005. Dale operates a
550-acre dairy farm south of Lake City, Minnesota in partnership with his father. He grew up on this farm
and has worked there all of his life. The farm includes 220 dairy cows and 220 head of young stock. Dale is.
a 1982 graduate of Lincoln High School in Lake City. He is 40 years old and married with two children.

Dale has served as a director of the Cooperative for 4 years and one year as a -board ad\;isory committee
member. His present term ends in December 2007. He has been a member of the Cooperative and a
- predecessor cooperative for twenty-seven years.

Robert W. Hinsch, Vice President

Robert grew up on a dairy farm in Goodhue, Minnesota and currently operates a 400-acre dairy farm with
some.dairy steers and cash grain production. He is 40 years old and married with four children. Robert is a
graduate of Goodhue High School.

Robert is serving his first term as a director of the Cooperative. His present term expires in December 2008.
He has been a member of the Cooperative and a predecessor cooperative since 1984.

Robert has been a member of Associated Milk Producers, Inc since 1984. He has been a member of the
Goodhue Area Jaycees (1984—1998, President 1992), the St. Lukes Church Council (19982004, President
2001) and the Goodhue Evergreen Cemetery Association (1999 to present, President 2000).
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Mark R. Yotter, Secretary

Mark has been secretary of the Cooperative for three years. He is in his eighth year as a director of the

Cooperative. His present term expires in December 2006. He has been a member of the Cooperative and a
predecessor cooperative for twenty-five years.

Mark currently operates a 235-head 600-acre dairy farm near Lake City, Minnesota. His farm grows corn,
alfalfa, oats and barley. He grew up on a dairy/beef farm. He is 49 years old and is married with two
children. He is a 1974 graduate of Lincoln High School in Lake City and studied carpentry for two years at
Austin Area Vo-Tech School in Austin, Minnesota. He has worked in the construction industry.

Mark is a member of Land-O-Lakes and Genex Co-op. He has served for 12 years on his church school

board of education including terms as the board’s vice president and secretary. Mark has previously
received recognition as Soil & Water Conservation Farmer of the Year for Wabasha County

Key Management

The following key management personnel are full time employees and can be contacted at the Cooperative’s
business office in Goodhue, Minnesota. Management personnel may not serve as directors of the
Cooperative, but may serve as directors of the subsidiary limited liability companies. Policy, strategic
direction and major contracts are the responsibility of the board.

General Manager - Gregory S. Schwanbeck

Greg has served as the Cooperative’s General Manager since its formation in 1996. He served as General
Manager of one of the cooperatives that merged to form the Cooperative, Farmers Elevator Company in
Lake City, Minnesota, from 1988 to 1996. He was also As51stant Manager of Farmers Elevator Company
from 1983 to 1988.

Greg also is an officer of the three limited liébility companies in which the Cooperative holds a 50%
interest. He is President of both Western Wisconsin Ag Supply LLC and Western Wisconsin Nutrition LLC.

He is Secretary of Red Wing Grain LLC.

His management career began in 1975 at Dairyman’s Cooperative in Junction City, Wisconsin where he
started as a management trainee and rose to the position of General Manager. From 1979 to 1983 he was
employed by Lewiston Co-op in Lewiston, Minnesota as General Manager.

Greg lives in Lake City, Minnesota with his wife and two daughters. He is a 1971 graduate of Mayo High
School in Rochester, Minnesota where he was born and grew up. Greg is a graduate of Rochester Junior
College (1973) and Winona State College (1975) with a BA degree in business with course concentrations
in business administration and marketing. He is 51 years old.

Assistant General Manager - William T. Ahlbrecht

Bill has served as the Assistant General Manager of the Cooperative since its formation in 1996. His
primary focus is on the Cooperative’s feed and grain departments. He served as General Manager of one of
the cooperatives that merged to form the Cooperative; Goodhue Elevator, from 1987 to 1996.
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Bill also serves as a board member of two of the three limited liability companies in which the Cooperative
holds a 50% interest, Western Wisconsin Nutrition LLC and Red Wing Grain LLC.

His previous employment experiences have included serving as Agronomy Manager (1979-1983) and
General Manager (1983-1987) for Concord Co-op in West Concord, Minnesota.

Bill, who is 49 years old, lives in Red Wing, Minnesota with his wife and two children. He grew up in
Jordan, Minnesota where he graduated in 1974 from Jordan High School. _

Controller - Joel P. Eichelberger

Joel has served in his present position for the Cooperative since its formation in 1996. His responsibilities
also include accounting, financial reporting and managing financial matters for the Cooperative and the
three limited liability companies in which the Cooperative owns a 50% interest. (Western Wisconsin Ag
Supply, LLC, Western Wisconsin Nutrition, LLC and Red Wing Grain, LLC.)

Joel’s professional career began in 1979 when he was employed for two years as accountant and office
manager by Princeton Cooperative in Princeton, Minnesota. He moved on to Midland Cooperatives in
Minneapolis for two years where he served as MARC representative / trainer. In 1981 he worked for Land
O Lakes in Minneapolis as Member Management Information Services Director. From 1986 to 1996 Joel
was employed by Farmers Elevator Company (predecessor to the Cooperative) in Lake City, Minnesota as
Controller.

Joel is 48 years old and lives in Lake City, Minnesota with his wife and two daughters. He grew up on a
dairy farm in Montevidco, Minnesota. He is a 1975 graduate of Central High School in Red Wing,
Minnesota, Rasmussen College (1979 - Major in Accounting) and Anoka Ramsey Community College
(1982-2 year Business Administration Program).

Joel serves on the Lake City Medical Center Foundation Board of Directors. He is a member of the North
Central Chapter of the National Association of Accountants for Cooperatives.

DIRECTORS OF THE COOPERATIVE

In addition to the directors serving as officers of the Cooperative listed above the board of directors is made
up of the following persons. There are a total of eleven (11) directors including one advisory director that
are elected at the annual member meeting to staggered three-year terms. The position of advisory director
was not filled at the 2005 annual membership meeting. The board of directors will appoint a member to
serve in this position during 2006.

Jason W. Acker -

Jason, age 22, lives in Bay City, Wisconsin where he and his brother participate in the operation of their
parent’s 2,500-acre cash grain (corn and soybeans) farm. He grew up on that farm and attended high school
(2001 graduate) in Ellsworth, Wisconsin. He earned an Associate Degree in Agri-Science (2003) from
Chippewa Valley Technical College in Eau Claire, Wisconsin. He is a past President and Treasurer of the

Ellsworth Chapter of FFA.

Jason is in the second year of his director term that ends in December 2007. He has been a member of the
cooperative for four years.
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James V. Dicke

Jame.s operates a fz?.mily dairy farm where he grew up in Vasa Township, Goodhue County, Minnesota. His
farming operation includes beef, corn and soybeans. James, age 55, is married with two daughters and two
sons. He is a 1964 graduate of Goodhue High School. He served two years of military service in Vietnam.

James was elected to the board in November 2005. His term expires in 2008. He has been a member of the
cooperative and a predecessor cooperative for over 30 years.

Brian E. Hokahson

Brian served as president of the Cooperative for two years ending in November 2005. He previously served
a year as vice president and has been a board member for 5 years. His present term expires in December
2008. He has been a member of the Cooperative and a predecessor cooperative for twenty years.

Brian operates a 600-acre corn and soybean farm located in Leon and Wanamingo townships in Goodhue
County Minnesota. He also custom combines another 400 acres. He is 38 years old and married with 3
children. Brian was born in Cannon Falls, Minnesota and grew up on a farm in Wanamingo Township
raising dairy steers and cash cropping corn, soybeans and alfalfa.

Brian’s education includes graduation from Wanamingo High School and Mankato State University (BS
Math Education). He also has completed courses of study offered by the Minnesota Bankers Association
and the Wisconsin Bankers Association in Loan Review & Risk Rating Analysis (1993), Ag Lending (1994)
and the Advanced Agricultural Lending School (2004).

In addition to operating his farm, Brian has been employed by Security State Bank of Wanamingo since
1992 as an Ag Loan Officer. His other previous work experiences have included machine operations for
Green Giant, driving a schools bus and building and grounds maintenance for Hennipen Technical Center.

Brian is very active in the community. He has served as president of the Goodhue County Bankers
Association and is a member of the Minnesota Bankers Association Agricultural Policy Committee. He is a
member of the Minnesota Farmers Union. Brian has served as chairman and vice-chairman of the Goodhue
County Extension Committee. He has served as treasurer of Kenyon Wanamingo Friends of the Fields and
as an elder of his church. Brian has been a volunteer youth basketball coach and as a basketball official for
15 years. He has been a 4H volunteer and serves on many other committees and in volunteer advisory
positions in the Kenyon Wanamingo area. Brian has received an appreciation award from the Kenyon
Wanamingo FFA and a state FFA degree.

Martin B. Kehren

Martin was born and grew up on the 1200 acre Lake City, Minnesota cash crop farm he now owns. The
farm, located in Goodhue and Wabasha counties, was originally a beef farm, but now he grows field and
sweet corn and beans. He also does custom hauling. A 1972 graduate of Goodhue, Minnesota high school,
Martin, age 51, is married and has one daughter.

Martin has been a member of the Cooperative and a predecessor cooperative (Farmers Elevator in Lake
City, Minnesota where he served as a director for seven years) for thirty-three years. He has served as a
director of the Cooperative for eight years and has previously served as Secretary/Treasurer. His present
term expires in December 2007.
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Martin has served on the board of Hay Creek Mutual Insurance Company for the past eight years. He has
been a director if the Goodhue County Corn Growers Board where he served as President for three years.
He has served as an Elder and in various other committee and officer positions for his church and has beena
Lion’s Club member since 1991 where he is currently 1** Vice President and will serve as President next
year.

Dale G. Krass

Dale was raised on a dairy farm in Merrill, Wisconsin. He currently owns a 1,800-acre grain farm with a
drying facility Maiden Rock, Wisconsin. Dale is a 1968 graduate of Merrill High School and the two-year
farm short course at Chippewa Valley Vocational Technology School. He also attended the University of
Wisconsin for two years where his courses included agriculture classes. He has also attended various
seminars on crop production, financial management and machinery management. Dale is 55 and is married
with 4 daughters and 3 grandchildren. :

Dale is in the second year of his term as a director of the Cooperative that ends in December 2006. He has
been a member of the Cooperative and other cooperatives for 36 years. He is also currently a member of an
electric cooperative and another agricultural cooperative in Wisconsin. Dale’s other experience includes
work in a gas station, a factory and on a dairy farm. He was in a family dairy farm partnership and managed
a cash grain farm for 10 years. He also has held various positions of responsibility with his church.

Stanley C. Lundell

Stanley was elected to the board in November 2005. His term expires in 2008. He has been a member of the
cooperative and a predecessor cooperative for over 30 years.

Stanley, age 50, operates a dairy (20-cow herd) and cash crop (comn, soybeans, oats and hay) farm in
Cannon Falls, Minnesota. He is a 1972 graduate of Cannon Falls High School and has lived on his farm all
of his life. He is married with three married children.

Other cooperatives that Stanley is associated with as a member include Land O Lakes, Farm Country Co-op,
Genex and the Goodhue County Electric Cooperative.

Stanley serves as a member of the Leon Township Planning Commission and is past president of Spring
Garden Lutheran Church. :

ervin J. O’Connor

Kevin operates an 880-acre dairy, beef and cash crop (corn, soybeans, hay, sweet corn, and peas) farm with
his brother Rod in Belle Creek Township, Goodhue County, Minnesota. He grew up on the same farm
where dairy, beef, hogs and cash crops were raised. Kevin, age 49, is married with 3 children and is a 1973

graduate of Goodhue High School.

Other cooperatives that Kevin is associated with as a member include Hastings Co-op Creamery, Central
Livestock Association, Goodhue County Electric Co-op and Farm Country Co-op. He currently serves as
secretary/treasurer of the Goodhue Community Fire Truck association and is a past treasurer of his church

council.

Kevin served a year ending in November 2005 as vice president of the Cooperative. He previously served 2
years as an advisor to the board and one year as a director. His present term ends in December 2006. He has
been a member of the Cooperative and a predecessor cooperative for over 25 years.
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Note: After reviewing the information concerning the background of the Cooperative’s officers, directors

and key management personnel, potential investors should consider whether or not these persons have
adequate background and experience to strategically plan and operate the Cooperative and to continue its
success. In this regard, the experience and ability of management are often considered the most significant
factors in the success of a business.

PRINCIPAL OWNERS

Operation on a cooperative basis means that the members of the Cooperative each have only one vote in the
affairs of the Cooperative. Principal ownership and control is therefore shared by all eligible agricultural
producer members. Net income from patronage sourced business is distributed to members based on their

relative proportion of busmess done with the Cooperat1ve for the period in which the income being allocated-

was earned.

MANAGEMENT RELATIONSHIPS, TRANSACTIONS AND RENUMERATION

Relationships and Transactions

None of the Cooperative’s officers, directors or key personnel are related. The Cooperative follows a policy
of not hiring employees related to any of these persons unless the relationship is known and the position
would not create any type of potential conflict.

In the previous two years, consistent with long established policy and practice, the Cooperative has made no
loans to or other special financial arrangements with any officer, director or management employee, nor has
it granted any of these persons or anyone else options or rights to purchase Shares at any different price or
under any different terms than any other member. There are no such transactions proposed.

Officers and directors are producer members who do business with the Cooperative on the same terms and
conditions as all other members. The basis of transactlon pncmg is described in the BUSINESS AND
PROPERTIES section of this Offering Circular.

In the Cooperative’s most recent fiscal year ending August 31, 2006 grain purchases from and farm supply
sales to officers and directors and farming enterprises in which they have an ownership interest have totaled

as follows:

Officer Combined Grain and

Position Supply Transactions

Director with the Cooperative
Dale R. Kackmann President $ 196,920
Robert W. Hinsch Vice President 213,921
Mark R. Yotter Secretary 245,871
Jason W. Acker 12,937
James V. Dicke 114,969
Brian E. Hokanson 44,363
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Dale G. Krass 186,935
Martin B. Kehren 131,317
Stanley C. Lundell 111,358
Kevin J. O’Connor 107,218
Les M. Anderson 141,200
Carl M. Bang 17,529

Officers, directors and key personnel are not required to personally sign or guarantee obligations of the
Cooperative. :

Remuneration and Emplovee Retention

. Capacity in Which Aggregate Remuneration
Identity of Group Remuneration for the fiscal year ended
: was Received August 31, 2005
Officers and Directors (10) Meetings, Officer Duties None

Directors and officers serve without compensation. They receive a per diem of $80 per meeting (to cover
travel and other incidental meeting costs) which average about one per month over the course of the year.
Other expenses incurred by directors in carrying out their responsibilities on behalf of the Cooperative are
reimbursed upon presentation of appropriate documentation.

Key personnel and other management staff including facility: and department managers and marketing
personnel are compensated in line with persons in similar positions of responsibility within the industry in
the Minnesota/Wisconsin area. Compensation levels are reviewed periodically to assure that the
Cooperative’s pay and benefit levels remain competitive and attractive to the high quality employees needed
to continue and expand the Cooperative’s successful business operations. Employee performance is
formally reviewed annually at all levels.

No employees have written employment agreements. All employment is on an at will basis. There are no
deferred compensation or formal incentive compensation plans. Performance bonus amounts are approved
from time to time by the board of directors when financial conditions justify such additional compensation.
Management then decides how the bonus amount is distributed between individual employees. The
Cooperative relies on competitive compensation and providing a good employment atmosphere to retain its
employees.

Plans are in place and continually revised to back up all key positions and functions. The Cooperative does
not rely on the services of any outside contract relationships to carry out any of its needed functions. The

Cooperative does not maintain key man life insurance on any employees.

Indemnification

The bylaws of the Cooperative provide that to the fullest extent permitted by Minnesota law the directors,
officers and employees of the Cooperative shall be indemnified against expenses, including attorneys’ fees,
judgments, fines and amounts paid in settlement, actually and reasonably incurred by such person in
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carrying out their responsibilities to the Cooperative or to any entity to which they were requested to serve
on the Cooperative’s behalf.

In this connection, investors should be aware of the position of the United States Securities and Exchange
Commission respecting such indemnification, which position is as follows: “Insofar as indemnification for
liabilities arising under the Securities Act of 1993 (the ‘Act’) may be permitted to directors, officers and
controlling persons of the small business issuer pursuant to the foregoing provisions, or otherwise, the
registrant has been advised that in the opinion of the Securities and Exchange Commission such
indemnification is against public policy as expressed in the Act and is, therefore, unenforceable.”

LITIGATION

The Cooperative is not a party to any current, pending or threatened litigation or administrative actions. The
Cooperative’s officers, directors and key personnel are not personally involved in any current, pending or
threatened litigation or administrative actions that would affect the Cooperative’s operations and/or financial
position.

FEDERAL TAX ASPECTS

For the Cooperative

Taxation of General Operations

The Cooperative operates as a non-exempt (taxable) cooperative under Internal Revenue Code (Code)
Sections 1382-1388 (referred to as Subchapter T). Under this status it allocates net income from patronage
sourced business activities to its members (and those other patrons with whom it has entered into a written
patronage agreement.) on a patronage basis and deducts those allocations from its taxable income. Patronage
basis refers to allocations in proportion to each member/patron’s relative portion of the Cooperative’s total
patronage sourced business each year. Patronage source business is defined as that business carried out for
the purposes for which a cooperative was formed (not just for the purpose of earning additional income) that
is conducted with member/patrons to whom the cooperative intends to distribute any net income from such
business on a patronage basis.

The annual allocations of net patronage income, referred to as patronage dividends, are made part in cash.
(minimum 20% under the Code provisions) and the balance in notices of allocation. The allocated amounts
are retained in individual member/patron allocatéd equity accounts for an unspecified period of time, then
paid out at the sole discretion of the board of directors based upon the Cooperative’s financial position and
anticipated requirements for equity capital.

The income from non-member business and certain other non-patronage source income items is taxed at
regular corporate income tax rates and retained by the Cooperative.

The Cooperative deducts the patronage dividends in its tax return for fiscal year in which the patronage
income being allocated was earned. Member/patrons report both the cash and allocated portions of the
annual patronage dividends as taxable income in their tax year they receive notice of the allocation.

To maintain its cooperative tax status, the Cooperative is expected to conduct a minimum of 50 percent of
its patron business with members to meet Minnesota statute and the IRS general requirements for operating
on a cooperative basis. :
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The Cooperative is subject to state income tax on the portion of its business not conducted with agricultural
producer members.

Tax Aspects of Discounting of Member Allocated Patronage Income Accounts

Discounts recorded by the Cooperative upon the acceptance of the discounting of a member’s allocated
patronage income accounts, either as part of the restructuring approved by the members or in subsequent

conversions of those credits to the Shares are added directly to the Cooperative’s unallocated surplus equity
account. ‘ '

The Cooperative is recording the discount amounts as an adjustment between equity accounts and not a
taxable transaction. This position is in accordance with the federal court decision in Gold Kist v.
Commissioner, 110 F.3d 769 (11" Cir. 1997). The Internal Revenue Service has not acquiesced to this
decision, claiming instead that such discount amounts are taxable income under the tax benefit rule as a
reversal of prior year’s patronage dividends which were deducted by the Cooperative in the year paid. The

Cooperative expects to prevail in its position if challerged. Should the Cooperative’s position not be

sustained it would owe corporate income taxes of approximately 35 percent on the amount of the discounts
recorded. Any taxes related to the discounts would be charged against the unallocated surplus account where
the discounts are recorded and would not effect current year operating results.

Tax Aspects of Issuance of Preferred Stock and Payment of .Dividends

Issuance of the Shares is not in itself a taxable transaction to the Cooperative. The dividends paid on the
Shares are not deductible by the Cooperative in determining its taxable income each year. The dividends
are chargeable against non-member income so that, to the extent non-member income exceeds the amount
of dividends paid, all of the Cooperative’s net income from member patronage business is available for
distribution to members as patronage dividends.

For a Member Converting Allocated Patronage Income Accounts

Under current Internal Revenue Service regulations-and interpretations the discount accepted by a member,
either as part of the Cooperative’s equity restructuring plan or upon subsequent conversion of those
accounts to Shares, is deductible from operating income by the member as an adjustment of previous
patronage dividends received.

For All Investors in the Shares

Dividends received on the Shares are taxable income the same as any other corporate dividends and are
eligible for the dividend exclusion if the owner of the Shares is a corporation. Any gain or loss realized upon
sale of the Shares is a capital gain or loss.

FINANCIAL STATEMENTS

Following are the Cooperative’s compiled financial statements for the six months ended February 28, 2006
and the fiscal years ended August 31, 2005 and 2004.
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Carilson Highland & Co., LLP

CERTIFIED PUBLIC ACCOUNTANTS 2
Partncrs. . Offices
Dean Birkeland, CPA : Amery, Wisconsin
Glen Bundy, CPA Battle Lake, Minnesota
Dale Carlsgn, CPA Fergus Falls, Minnesota
Randall Highland, CPA Minneapolis, Minnesota
Margo Rosen, CPA New Ulm, Minnesota
James Schuetzle, CPA Osceola, Wisconsin
Roger Van Someren, CPA Wadena, Minnesota
Thentuoh thoe Annve +n ovnovionro”
H
ACCOUNTANT’S REPORT
To the Board of Directors
Ag Partners Coop

Goodhue, Minnesota

We have compiled the accompanying balance sheet of Ag Partners Coop (a cooperative) as of February 28,
2006, and the related statements of operations, cash flows, and patrons’ equities for the six months then
ended and for the years ended August 31, 2005 and 2004, in accordance with Statements on Standards for
Accounting and Review Services issued by the American Institute of Certified Public Accountants. '

A compilation is limited to presenting in the form of financial statements information that is the
representation of management. We have not audited or reviewed the accompanying financial statements
and, accordingly, do not express an opinion or any other form of assurance on them.

Cardoon 94—49%.,»0! vy &, LLA

Amery, Wisconsin
April 19, 2006
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BOX 218

GOODHUE, MN 55027
(651) 923-4496

(B0O) 732-1439

PARTNERS

In the opinion of management all adjustments necessary for a fair statement of results for
the six-month interim period since the last andited financial statements have been
included in the accompanying compiled financial statements for the period ending
February 28, 2006.

General Manager
May 17, 2006

May 17, 2006

Date
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AG PARTNERS COOP
BALANCE SHEET

February 28, 2006

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Receivables, net
Inventories
Prepaid expense
Total Current Assets

OTHER ASSETS
Investments in cooperatives
Investments in limited liability companies
Long-term receivables
Goodwill
Total Other Assets

PROPERTY AND EQUIPMENT
Property and equipment
Less accumulated depreciation
Net Property and Equipment

TOTAL ASSETS

LIABILITIES AND PATRONS’ EQUITIES

CURRENT LIABILITIES
Short-term notes payable
Current portion of long-term debt
Accounts payable
Patron credit balances
Accrued expenses and other liabilities
Total Current Liabilities

(Continued on the next page).

(See accompanying notes and accountant’s report)
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$ 2,960,123
2,909,923
10,634,151
5,121,792

$21,625,989

$ 3,192,550
3,934,077
113,276
258,998

$ 7.498.901

$ 17,753,987
12,460,333

$ 5,293,654

$ 34,418,544

$ 513,721
1,533,114
2,052,149

13,128,796
1,092,393

$ 18,320,173
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AG PARTNERS COOP

BALANCE SHEET
February 28, 2006

LIABILITIES AND PATRONS’ EQUITIES continued

LONG-TERM DEBT 1,887,000
Total Liabilities $§ 20,207,173
PATRONS’ EQUITIES
‘Stock credits $ 3,298,287
Allocated equities 4,636,652
General reserve 6,273,949
Margin for the period - - v ‘ 2,483
Total Patrons’ Equities : § 4211371
TOTAL LIABILITIES AND PATRONS® EQUITIES S 34,418,544

(See accompanying notes and accountant’s report)

Remainder of Page Not Used
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AG PARTNERS COOP

STATEMENT OF OPERATIONS
For the Six Months Ended February 28, 2006 and

For the Years Ended August 31, 2005 and 2004

February 28 August 31 August 31
2006 2005 2004
SALES $ 20,397,849 $ 59,771,840 $ 51,873,018
COST OF SALES 15,688,658 48,384,694 41,400,432
GROSS MARGIN $ 4,709,191 $ 11,387,146 $ 10,472,586
OPERATING EXPENSES
Merchandising
Salaries and wages $ 1,892,826 $ 3,907,479 $ 3,602,668
Payroll taxes S 146,355 307,439 ' 275,512
Employee fringe benefits , 223,131 562,541 440,024
" Contract labor 56,253 51,680 38,597
Truck expense 419,736 - 764,481 649,082
Supplies 19,194 55,642 67,118
Utilities : 365,939 508,088 201,070
Repairs and maintenance 299,579 568,091 418,668
Advertising 28,324 58,172 50,500
Mileage and meeting 48,314 73,775 57,841
Other merchandising expense 3,636 9,962 12,821
Total Merchandising $ 3,503,287 $ 6,867,350 $ 5,813,901
General
Property taxes $ 79,680 $ 134,524 $ 143,104
Insurance 128,477 : 304,109 334,632
Depreciation and impairment 599,795 1,271,128 ' 1,199,252
Rental expense 214,041 371,274 293,829
Miscellaneous expense ' © 89,741 161,405 131,628
Total General $ 1,111,734 $ 2,242,440 $ 2,102,445

(Continued on the next page).

(See accompanying notes and accountant’s report)
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AG PARTNERS COOP

STATEMENT OF OPERATIONS
For the Six Months Ended February 28, 2006 and
For the Years Ended August 31, 2005 and 2004

OPERATING EXPENSES continued
Administrative
Directors fees and expense
Office supplies and postage
Telephone
Professional services
Data processing
Total Administrative

TOTAL OPERATING EXPENSES
NET OPERATING MARGIN (LOSS)

OTHER INCOME (EXPENSE)
Interest income

Finance charges
Other income, net
Bad debt expense
Interest expense
Total Other Income (Expense)

LOCAL NET MARGIN (LOSS)
PATRONAGE REFUNDS RECEIVED

MARGIN BEFORE INCOME TAXES
INCOME TAXES '

MARGIN FOR THE PERIOD

(See accompanying notes and accountant’s report)

&3

February 28 August 31 August 31
2006 2005 2004

$ 10,207 $§ 28,104 $ 12,471

22,267 56,323 46,113

35,738 - 60,487 82,475

67,585 74,838 72,742

19,674 40,650 57,200

$ 155,471 § 260,402 $ 271,001

4,770,492 $ 9,370,192 $ 8,187,347

$ (61,301 $ 2,016,954 $ 2,285,239

$ 93,504 $ 38,825 $ 61,165

95,227 152,772 125,996

63,232 969,808 6,898

(13,250) (21,924) 49,267

(238,592) (378,245) (373,736) -

$ 121 $ 761,236 $ (130,410)

$ (61,180) $ 2,778,190 $ 2,154,829

93,663 190,576 132,846

$ 32,483 $ 2,968,766 $ 2,287,675

30,000 468,000 250,000

$ 2,483 $ 2,500,766 § 2,037,675
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AG PARTNERS COOP

STATEMENT OF CASH FLOWS

For the Six Months Ended February 28, 2006 and
For the Years Ended August 31, 2005 and 2004

February 28 August 31  August 31

2006

2005 2004

CASH FLOWS FROM OPERATING ACTIVITIES
Margin for the period $
Adjustments to reconcile net margin before .

distribution to net cash provided by operating activities

Depreciation and impairment 599,795
Non-cash portion of patronage refunds received (65,564)
Income from limited liability companies (7,629)

Gain on disposition of property and equipment
Loss on disposition of marketable securities
Net operating changes in

Receivables, net 1,582,777
Inventories (6,133,263)
Prepaid expense | (4,634,156)
Accounts payable (588,778)
Patron credit balances 9,729,583
Accrued expenses and other liabilities v (203,716)

2,483 § 2,500,766 $ 2,037,675

1,271,128 1,199,252
(114,582) (84,127
(28,372)  (607,354)
(16,063)  (35311)
2,470 ;

77,637  (185,428)
(2,222,976)  (497,220)
(84,752) 1,793,818
1,263,555  (28,948)
1,182,045  (32,701)
530,468 285,896

Net Cash Provided by O'perating'Activities $ 281,532

$ 4,361,324 § 3,845,552

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposition property and equipment  $

Acquisition of property and equipment (760,302)
Decrease in long-term receivable 22,899

Acquisition of goodwill
Acquisition of marketable securities
Proceeds from disposition of marketable securities

Investments in other cooperatives - retirements 166,693

Investments in limited liability companies - :
Redemptions ‘ ' 300,000
Contributions -

$ 31,251 § 66,345
(1,155,657) (1,152,429)

23,390 19,033
(20,000) -
(32,351)  (17,588)
47,469 -
68,136 48,907

265,189 200,000
- (2,000,000)

Net Cash Used for Investing Activities $§ (270,710) $ (772,573) $(2,835,732)

(Continued on the next page).
(See accompanying notes and accountant’s report)
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AG PARTNERS COOP
STATEMENT OF-CASH FLOWS
- For the Six Months Ended February 28, 2006 and
For the Years Ended August 31, 2005 and 2004

(Continued from previous page).
February 28 August31  August 31

2006 2005 2004
CASH FLOWS FROM FINANCING ACTIVITIES
Borrowings on long-term debt $ - $ 18,486,271 $ 6,161,216
Payments on long-term debt (294,000) (19,353,323) (4,461,754)
Patronage paid in cash : (541,719) (482,324)  (623,068)
Net change in seasonal financing 513,721 - (1,063,749)
Equity retirements ' - (359,588)  (353,194)
Equities reinstated - - 4,922
Net Cash Used for Financing Activities $ 321,998) $(1,708,964) $ (335,627)
NET CHANGE IN CASH AND CASH

EQUIVALENTS (311,176) 1,879,787 674,193

BEGINNING CASH AND CASH EQUIVALENTS 3,271,299 1,391,512 717,319

ENDING CASH AND CASH EQUIVALENTS - $ 2,960,123 § 3,271,299 $ 1,391,512

SUPPLEMENTAL DISCLOSURES
Cash payments during the year for S
Interest $ 238,592 § 380,411 § 370,053
Income tax v $§ 30,000 $ 83,662 $§ 157,866

Net changes of short-term indebtedness include
Borrowings $ 513,721 $39,798,017 $49,167,095
Repayments/transfers $ $ 39,798,017 $50,230,844

(See accompanying notes and accountant’s report)

e
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AG PARTNERS COOP
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The following is a summary of significant accounting policies followed in the
preparation of these financial statements.

ORGANIZATION - The Association is a locally owned farm supply cooperative
with operations in Southeast Minnesota and Western Wisconsin. The Association
is organized and operated on a cooperative basis. As such, margins at the end of
the year are distributed back to patrons based on the amount of business done with
the Cooperative. These distributions take the form of equity credits and cash.

USE OF ESTIMATES - Management uses estimates and assumptions in
preparing financial statements. Those estimates and assumptions affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities, and the reported revenues and expenses. Actual results could differ
from these estimates.

CONCENTRATION OF RISK - The Association grants credit to customers,
substantially all of whom are local residents involved in agribusiness industries.

The Association maintains all of its cash and temporary investments in bank
deposit accounts located in the trading area, CoBank and CHS, Inc. Amounts in
bank deposit accounts, at times, may exceed federally insured limits. Amounts on
deposit with CoBank and CHS, Inc. are uninsured, but are backed by the assets of
the respective organizations. Balances on deposit at the commercial banks are
insured by the Federal Deposit Insurance Corporation (FDIC) up to specified
limits. Balances in excess of FDIC limits are uninsured.

CASH AND CASH EQUIVALENTS - For purposes of the Statement of Cash
Flows, the Association considers CoBank surplus funds and CHS, Inc. draft
account to be cash equivalents.

RECEIVABLES, NET — Receivables are shown on the balance sheet net of the
allowance for doubtful accounts. The allowance is based on historical bad debt
experience and a current evaluation of the aging and collectibility of receivables,
less any un-revolved patronage. Receivables are considered past due when
payment is not received within the period allowed under terms of the sale. The
Association generally discontinues interest accrual when a receivable is referred
to a collection agency. Periodically, the Association’s board of directors reviews
past due receivables and charges-off uncollectible accounts after all reasonable
collection efforts have been exhausted. For tax purposes, bad debts are accounted
for using the direct write-off method as required by federal income tax
regulations. This book/tax difference is reflected in the deferred (prepaid)

~ patronage reserve.
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AG PARTNERS COOP
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

INVENTORIES - Inventories are valued at the lower of cost or market. Cost is
determined on a first-in, first-out (FIFO) basis with the exception of the grain
inventory that is valued at market and is adjusted to reflect significant net gains
and/or losses on open contracts.

DERIVATIVES INSTRUMENTS - In the normal course of operations, the
Association purchases commodities such as corn, soybeans and other grains.
Derivative commodity instruments, consisting primarily of futures contracts
offered through regulated commodity exchanges, are used to reduce exposure to
changes in commodity prices. These contracts are not designated as hedges under

~ Statement of Financial Accounting Standards (SFAS) No. 133, “Accounting for

Derivative Instruments and Hedging Activities.” The future contracts are marked-
to-market each month and gains and losses (“unrealized hedging gains and
losses™) are recognized in cost of sales. The Association has established formal
position limits to monitor its hedging activities and generally does not use
derivative commodity instruments for speculative purposes.

PREPAID EXPENSE - Prepaid expense consist mainly of prepaid product
purchased by the Association from it’s suppliers to be sold in the spring for
Association’s patrons’ crop production planting needs.

INVESTMENTS IN COOPERATIVES - Investments in cooperatives are
stated at cost plus unredeemed patronage refunds received, or estimated to be
received, in the form of capital stock and other equities. Patronage refunds are
recognized in the year notice of allocation is received and are redeemable only at
the option of the issuing cooperative. Investments in less than 20% owned
companies are stated at cost as the Association does not have the ability to exert
significant. All of the Association’s investments in cooperatives represent less
than 1% ownership in each of the respective cooperatives.

INVESTMENTS IN LIMITED LIABILITY COMPANIES — The Association
is an owner in limited liability companies. The equity method is being used to
account for these investments. The equity method of accounting is used when the
Association has a 20% to 50% interest in other entities. Under the equity method,
original investments are recorded at cost and adjusted by the Association’s share
of undistributed earnings or losses of these entities.

GOODWILL — Goodwill is reported at the lower of carrying value or fair value.
The Association annually evaluates the carrying value of goodwill to determine if
impairment has occurred. If impairment is determined, goodwill is adjusted to
fair value and an impairment loss is recorded in the financial statements.
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AG PARTNERS COOP
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

PROPERTY AND EQUIPMENT - Land and depreciable assets are valued at
cost. For book purposes, depreciation is calculated using the straight-line method
with an equal amount being expensed each year over the estimated lives of the
individual assets. When property and equipment is sold or retired, any resulting
gain or loss is reflected in current operations. For tax purposes, depreciation is
calculated in accordance with an acceptable tax method. The difference is
reflected in the deferred (prepaid) patronage reserve. :

FAIR VALUE OF FINANCIAL INSTRUMENTS - All financial instruments
are carried at amounts that approximate estimated fair value, except for
investments in other cooperatives for which it is not practicable to determine fair
value. Cooperative investments are not transferable, redeemable only at the
discretion of the board of directors of the other cooperatives, and such
investments are made primarily to obtain the benefits offered by affiliation rather
than return-on-investment or for capital-appreciation purposes.

LONG-LIVED ASSETS — Long-lived assets to be held and used are tested for

recoverability whenever events or changes in circumstances indicate that the
related carrying amount may not be recoverable. When required, impairment
losses on these assets are recognized based on the fair value of the assets. Long-
lived assets to be disposed of are reported at the lower of carrying amount or fair
value less cost to sell.

PATRON CREDIT BALANCES - Patron credit balances represent patron
customer deposits to be used for future purchases of products from the
Cooperative. When a patron deposits money with the Cooperative, they can at
that time choose to buy a specific quantity of a product or products at a set price
with a set future delivery date or they can wait and purchase the product as
needed at the market price at the time of purchase. The Cooperative will credit
the customer with a discount amount equal to 3% below prime rate if no purchase
is made when the money is deposited. There are no repayment terms-associated
with these credit balances.

ADVERTISING - The Association expenses advertising costs as they are
incurred. ’

INCOME TAXES - The Association is a non-exempt cooperative. As such, it is
subject to federal and state income taxes with respect to margins which are not
allocated to patrons and certain non-patronage income. Deferred income tax
relating to non-patronage income is not significant and has not been recorded in
the financial statements.
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. AG PARTNERS COOP
NOTES TO FINANCIAL STATEMENTS

(2) RECEIVABLES,NET
A summary of trade and other receivables is as follows:

Accounts receivable - trade : $ 2,351,246
Hedge accounts 245,566
Notes receivable -
Other receivables 360,047
| 2,956,859

Less allowance for doubtful accounts 46,936
Total ' $ 2,909,923

Trade receivables over 90 days old K ' $ 317,276

(3) INVENTORIES

The major classifications of inventories are as follows:

Grain $ 1,637,657
Feed and seed 3,773,056
Fertilizer 3,570,946
Chemicals 1,307,133
Petroleum 211,221
All other | - 134,138

Total : $ 10,634,151

In addition to owned inventories, the Association has grain on hand that is stored
for others. As a licensed warehouseman, the Association is liable for any
deficiencies of grade or shortages that may arise in connection with the storage of
grain. The value of stored grain at February 28, 2006 is as follows:

Corn $ 2,220,124
Soybeans , 1,877,155

Oats and other grains ' 35,063

Total $ 4,132,342
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AG PARTNERS COOP
NOTES TO FINANCIAL STATEMENTS

4) PREPAID EXPENSE
The major classifications of prepaid expenses are as follows:
Insurance | $ 34371
Seed 166,349
Fertilizer . 2,128,405
Chemicals 2,695,051
All other 97,616

Total : $ 5,121,792

(5) INVESTMENTS IN COOPERATIVES
The principal investments in other cooperatives are:
CHS, Inc. : ' $ 1,465,535
Land O'Lakes, Inc. 1,200,102
CoBank 379,981
All other ' 146,932

Total $ 3,192,550

In addition to the above, the Association has received non-qualified patronage
from Land O’ Lakes, Inc., $370,029; CHS Inc., $33,091; and West Central
Cooperative, $6,523. The non-qualified patronage will be recognized on the
financial statements at such time as it is revolved.

(6) INVESTMENT IN LIMITED LIABILITY COMPANIES
Red Wing Grain, LLC ’
The Association is a 50% owner in Red Wing Grain, LLC. The LLC was formed
for the purpose of operating grain marketing facilities in southeastern Minnesota.
The LLC’s fiscal year end is May 31.
Substantially all sales are made to Cargill, Inc.
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AG PARTNERS COOP
NOTES TO FINANCIAL STATEMENTS

INVESTMENT IN LIMITED LIABILITY COMPANIES - Continued

relating to the Association’s investment in Red Wing Grain, LLC.

Below is selected summarized information included in the financial statements

2006 2005 2004
Percent of equity 50% 50% 50%
Investment in limited liability company $§ 3,125,900 $ 2,958,458 $ 3,311,005
Receivables $ - 9 17,633 $ -
Payables $ -5 -3 -
Sales and service revenue ' $ 19,048,304 $ 32,606,580 $ 51,334,295
Cost of sales $ 18,341,907 $31,829,966 $ 49,775,395
Expenses, net $ 538955 § 1,129,161 $ 1,298,048
Net income $ 167442 § (352,547) $§ 260,852

Western Wisconsin Ag Supply, LLC

The Association is a 50% owner in Western Wisconsin Ag Supply, LLC. The
LLC was formed for the limited purpose of procuring and marketing agronomy

products. The LLC has an August 31 year end.

Below is selected summarized information included in the financial statements
relating to the Association’s investment in Western Wisconsin Ag Supply, LLC.

2006 2005 2004
Percent of equity ’ - 50% 50% 50%
Investment in limited liability company § 488,614 § 953,592 § 941,989
Receivables $ - $ 491,610 $ 137,440
Payables $ - $§ 289,728 % 61,318
Sales and service revenue $ 239,192 $ 4,628,028 $ 4,121,444
Cost of sales $ 85,815 $ 3,465,143 $ 3,015,119
Expenses, net $ 393,355 § 013,782 $ 837,511
Net loss $ (239,978) $ 249,103 $ 268,814

Western Wisconsin Nutrition, LLC

The Association is a 50% owner in Western Wisconsin Nutrition, LLC. The LLC
was formed for the limited purpose of procuring and marketing feed products.

The LLC has an August 31 year end.
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AG PARTNERS COOP
NOTES TO FINANCIAL STATEMENTS

(6) INVESTMENT IN LIMITED LIABILITY COMPANIES - Continued
Below is selected summarized information included in the financial statements
relating to the Association’s investment in Western Wisconsin Nutrition, LLC.
2006 2005 2004
Percent of equity 50% 50% 50%
Investment in limited liability company $§ 319,563 § 314,398 § 210,271
Receivables $ 400950 $ 221,352 § 568,993
Payables $ - 3 14415 $ 1,009
Sales and service revenue $ 2,255,019 $ 4,327,351 § 4,190,104
Cost of sales $ 1,769,005 $ 3,415,229 $ 3,417,531
Expenses, net $ 405,849 § 780,307 $§ 694,885
Net income $ 80,165 $ 131,815 $ 77,688
(7 GOODWILL
The changes in the carrying amount of goodwill for the six months ended
February 28, 2006 is as follows:
Balance, beginning of year ’ § 258998
Additions -
Impairment loss ' -
Balance, end of year $ 258,998
The fair value of the various customer lists are tested annually for impairment.
Management has determined that no impairment exists based on present earnings
and future earning projections as of February 28, 2006. Impairment was
determined to exist at August 31, 2005 and 2004. Impairment loss of $27,667 and
$26,667 was recorded in the financial statements for 2005 and 2004 respectively.
(8) PROPERTY AND EQUIPMENT
The cost of property and equipment consists of the following:
Land and land improvements § 662,928
Buildings | 2,315,700
Machinery and equipment 11,959,346
Vehicles - 2,806,013
Construction in progress 10,000
Total $ 17,753,987
* Ag Partners Coop — Offering Circular Class A Preferred Stock — June 1, 2006 Page 45 of 53
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AG PARTNERS COOP
NOTES TO FINANCIAL STATEMENTS

PROPERTY AND EQUIPMENT continued

Depreciation expense on property and equipment amounted to $599,795 for the
six months ended February 28, 2006 and $1,243,461 and $1 172,585 for the years

- ended August 31, 2005 and 2004 respectively.

SHORT TERM NOTES PAYABLE

CoBank $ 513,721

The Association has a line of credit with CoBank totaling $8,500,000 under which
the Association may borrow at a variable rate of interest. It is secured by the
same assets as shown under long-term debt. The maturity date is March 1, 2006.

LONG-TERM DEBT
Long-term debt at February 28 is as follows

CoBank $ 2,475,000
Patron promissory notes , 945,114

: # 3,420,114
Less current portion : 1,533,114
Total $ 1,887,000

The loan with CoBank is secured by essentially all of the tangible and intangible
assets of the Association. The loan is being repaid at the rate of $49,000 per
month plus interest. The variable rate of interest on the term loan is 6.25% at
February 28, 2006. The loan agreement with the Bank prohibits selling or
merging assets other than in the normal course of business and incurring
additional debt without the Bank’s approval. The Company is also required to
maintain specific financial ratios. At February 28, 2006, the Company is in
compliance with these covenants.

The Association has unsecured patron promissory notes that mature on September
15, 2006. The rate of interest on the promissory notes is 5.00% at February 28,
2006.

Amounts due on long-term debt in each of the next five years are as follows: 2007

$1,533,114; 2008 $588,000; 2009 $588,000; 2010 $588,000 and 2011 $ 123,000.
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AG PARTNERS COOP
NOTES TO FINANCIAL STATEMENTS

(11) CONTINGENCIES

(12)

Ag Partners Coop has an obligation to guarantee the indebtedness of Western
Wisconsin Ag Supply, LLC with Associated Bank, Red Wing, Minnesota up to
$3,500,000. =

Ag Partners Coop has an obligation to guarantee the indebtedness of Western
Wisconsin Nutrition, LLC with Associated Bank, Red Wing, Minnesota up to
$1,000,000.

The Association is subject to federal and state regulations regarding the care,
delivery and containment of petroleum and agronomy products which the

Association either does handle or has handled. Accordingly, a contingent liability -

exists with respect to these products.

CAPITAL STOCK ,
On March 10, 2005 the Association’s membership voted to approve amendments
to the Articles of Incorporation that restructured the Association’s equity.

As stated in the amended Articles of Incorporation, the authorized capital stock of
the Association consists of 500,000 shares of preferred stock --no par value and
10,000 shares of common stock - $1,000 par value.

The Association’s preferred stock may be issued from time-to-time in one or more
series, with such relative rights and preferences of the shares of any such series as
may be determined by the board of directors. The annual dividend is variable,

~ non-cumulative, up to 8%, and is paid at the discretion of the board of directors.

There are to be no ownership restrictions other than the requirement to comply
with any applicable securities laws. The Association has approved and authorized
the discounting of allocated equities in anticipation of the issuance of preferred
stock to members in redemption of such allocated equities.

The Association’s common stock is voting stock and may be held only by
producers of agricultural products who have met the Association’s requirements
for membership. Only one share of common stock representing one vote in the
affairs of the Association may be issued to and held by each eligible member.

As of February 28, 2006 the Association has transferred $3,298,287 from
allocated equities to stock credits. These stock credits will be issued as preferred
and common stock upon final approval from the Securities Exchange
Commission.
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AG PARTNERS COOP
NOTES TO FINANCIAL STATEMENTS

GENERAL RESERVE
The general reserve is composed of the following:

2005

Unallocated capital $ 5,565,941

Deferred (prepaid) patronage from
Doubtful accounts - (15,000)
Inventories (83,491)
Depreciation 806,499
Total $ 6,273,949

The Association distributes patronage based on tax income. Deferred patronage
from timing differences related to doubtful accounts, inventories and deprecation,
represents patronage that will be paid in future years and deducted on future tax
returns. Patronage source income is not a component of deferred taxes. Non-
patronage source income however, is considered a component of deferred taxes.
Deferred income tax related to non-patronage income is not significant and have
not been recorded in the financial statements.

PENSION

The Association has a 401(k) pension plan that covers substantially all full-time
employees. Employees may contribute as allowed by IRS rules. Under the plan,
the Association’s contributions are discretionary. The Association is currently
paying administrative costs of the plan. Pension expense was $ 70,548 for the six
months ending February 28, 2006.

RENTAL EXPENSE
A summary of rental expenses for all operating leases is as follows:

2006 2005 2004
Basic Rental $ 214,041 S 371,274 § 293,829

The operating leases are for various equipment and fertilizer storage.

The future minimum non-cancelable lease payments are as follows: 2007
$283,280; 2008 $242,392; 2009 $301705; and 2010 50.
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AG PARTNERS COOP
NOTES TO FINANCIAL STATEMENTS

INCOME TAXES
The federal and state income tax provision is summarized as follows:

2006 2005 2004

Current provision ‘
Federal $ 23,000 $ 349,600 $ 186,900
State : 7,000 118,400 63,100
Total $§ 30,000 $ 468,000 S§ 250,000

The Association’s effective income tax rate is lower than what would be expected
if the federal statutory rate were applied to income before income taxes primarily
because of certain expenses deductible for tax purposes that are not deductible for
financial reporting purposes, patronage refunds, and book/tax timing differences.

VITAMIN LITIGATION SETTLEMENT
Included in other income, net in the Association’s financial statements at August
31, 2005 are proceeds received from the settlement of a class action lawsuit

against various vitamin suppliers of the Association. The amount of the
settlement was $962,180.

Remainder of Page Not Used
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MANAGEMENT’S DISCUSSION AND ANALYSIS
OF CERTAIN RELAVENT FACTORS

Management expects the Cooperative’s financially successful operations to continue in
coming years. The major concerns affecting future business activities are discussed in
the RISK FACTORS section of this Offering Circular.
Historical operating results are summarized as follows:

Fiscal Year Net Income Before Percentage of
Ending Distributions to Net Income

August 31 Total Sales Member/Patrons to Sales
2001 = $ 62,423,364 $ 1,352,815 2.17
2002 42,183,622 1,910,238 4.53
2003 48,987,830 2,233,130 4.56
2004 51,873,018 2,037,675 3.93
2005 59,771,840 2,500,766 4,18

Overall gross margins on sales in the past five years have ranged from a low of 14.92% in
the fiscal year ended August 31, 2001 to a high of 20.19% in the fiscal year ended August
31, 2004. Gross margins were 19.05% in the fiscal year ended August 31, 2005. Gross
margins for all product lines and services are expected to be comparable in the coming
year to those attained in the current and immediately past years.

Total sales levels fluctuate from year to year based on changes in the agricultural markets
for commodities and farm inputs such as fertilizer and chemicals. Unit volumes are
expected to increase at a slow steady pace as the Cooperative expands its sales activities.
Net income before distributions to member/patrons is expected to continue in the range
and trends indicated by the past five years’ performance. Management is not aware of
any changes occurring in the underlying economics of the agriculture industry or in the
Cooperative’s business activities that would have a significant impact in the next 12
months on its net income.

The Cooperative’s gross margin percentages and percentage of net income to sales
compare favorably to averages for these amounts compiled in the most recent published
cooperative financial performance information available from a survey conducted for
similar size cooperatives by the United States Department of Agriculture (Analysis of
Financial Statements: Local Farm Supply, Marketing Co-ops, 2003, USDA RBS
Research Report 205). In this survey for 2003 gross margins averaged 13.90% and the
percentage of net income to sales was .83%.

To improve its operating efficiencies, the Cooperative is in the process of planning and
building a new -agronomy facility. The Cooperative currently owns and operates three
fertilizer plants in its trade territory. All three plants are old, having been constructed
between 1968 and 1972, and have less storage space than is needed in today’s ag business
environment. These old facilities are labor intensive and inefficient to operate. The
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Cooperative plans to cease operations at these three plants, which have simply outlived
their service lives, and construct one new centralized facility to serve its entire trade
territory.

The new 12,000-ton fertilizer plant will be constructed in Goodhue, Minnesota, which is
close to the center of the Cooperative’s existing trade territory. The new facility will have
two times the storage space of the three old facilities combined. It will allow the
Cooperative to receive straight grade fertilizer products at a much higher rate of speed
than current equipment allows and to custom blend these products to match customer soil
samples to improve fertility and optimize yields. The new facility will have overhead
storage capacity for high speed handling, will be less labor intensive, and will allow
improved service to customers. This new centralized facility will allow the Cooperative
to be service and price competitive well into the future.

The new facility will be built on 10 acres of land purchased in the summer of 2005
adjoining the Goodhue city limits and about four blocks from the Cooperative’s main
office. The cost of the facility is expected to be approximately as follows:

Land $§ 250,000
Site preparation 150,000
Plant o 1,290,000

- Equipment/Installation 710,000
Electrical, Plumbing 100,000
Other Costs _ 100,000
Total Facility Cost - $2,600,000

Site preparation was begun last fall and will be completed early in the spring of 2006.
The plant itself will be built during the summer of 2006 with an expected completion date

of approximately September 1, 2006. Financing will come from an approved loan with
CoBank

The Cooperative intends to take advantage of any reasonable opportunities to expand its
profitable business activities that become available in the future including potential joint
ventures, mergers or new market areas or segments. As consolidation continues in the ag
economy among both producers and business entities serving those producers such steps

are necessary to build efficiencies and economies of scale to competitively serve the
marketplace. Capital will be required to make these moves.

Technology changes and pressures for higher volume efficiencies will require increasing
amounts of capital for facility and equipment acquisitions and improvements. The aging
of the farmer population will lead more and more to retired members expecting the return
of their allocated equity investments in the Cooperative.

These factors are forcing the Cooperative to take steps expand and make more permanent

its equity capital structure. This is the reason for the issuance of the Shares. The
Cooperative anticipates over the next few years to convert a large part of its allocated
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equities to Shares. This will relieve the Cooperative of the pressure to redeem a portion of

the equities each year and give the members liquidity of their investment through the
ability to sell and otherwise transfer the Shares. The expected dividend stream and the
financial strength of the Cooperative will give value to the Shares.

Over time the Cooperative expects to attract additional equity capital through issuance of
Shares to current and past members and other outside investors. The annual dividend
obligation created by the issuance of a growing amount of Shares will be primarily paid
from net income from non-member / non-patronage business. This means net patronage

income available for allocation to members should not be reduced in the process of
building the new capital structure.

Remainder of Page Not Used
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SIGNATURES

The issuer has duly caused this offering statement to be signed on its behalf by the
undersigned; thereunto duly authorized, in the City of Goodhue, State of Minnesota, to be

effective May 31 , 2006.
AG PARTNERS COOP
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ARTICLES OF INCORPORATION
OF -
AG PARTNERS COOP
MMMWM
Section1.  Name. The name of tis cooperativo shall be AG PARTNERS COOP.
Section2.  Pririclpal Place of Business. The location and principal place of business

* shall.be in Goodhue, County of Goodhue, Minncsota. Its street address is First a;:d Broadway,

Goodhue, Minnesota 55027,
} 1L .

The purpose of this cooperative is to purchase, sell, handle, market and warehouse, for farmers
and associatlons of farmers products produced upon farms; to manufacture, buy, sell, market,

" store, warchouse, acquire, transpart, distribute, process and otherwise deal in and procure forits

members and patrons petroleum products, fuel, oil, greass, feed, secd, fertilizer, equipment,
supplies anid other goods, products and merchandise consuniéd and used upon farms or by
“Tarmers and may engage in any other lawful ectivity for which cooperatives may be orpanized
under Chapter 308A of the Minnesota Statutes. ' :

ARTICLE 11T, CAPITAL STOCK

Sectlon 1. Amoun. This cooperntive is organized with capital stock. The authorized
capital stock of this.cooperative shall consist of ten thousand (10,000) shares of common stock;
wlth one thousand dollar (31,000.00) par value and five hundred thousand (500,000) shares of
preferred stock with no par value: o

Section 2. Common Stock. Tlie cooperative’s common stock is voting stock und may
be held only by producers of agricultursl products (individuals, firms, partnerships, fimited
liability companies, corporations or cooperatives) who have met the cooperative's requirements
for membership. “Producers” shall mean and includs persons and entitfes actually engaged in
the production-of one or moro of the agricultural products handled by this cooperative, including
tenants of land used for the production of any such product, and lessors of suchi Jand who receive

- as rent part of the produce of such land. Only one share of common stock representing one vote

in the affairs of the cooperative may be issucd to and held by each cligible member.

Only common stockholders shall have the right lo vote, and.they may vote by mal as provided
for in the Bylaws, but not by proxy. ' ' ,

The shares of oommon stock may have rights, prefercnces, limitationis.and resirictions other than
stated in thesc Articles of Incarporation.as stated {n the By-laws of this Cooperative.

. Section 3 Preferred Stock. The shares of preferred stock may be issued from
time to time in one or more series with such relative rights and preferences of the shares of any

) 1
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such series as may be determined by the board of éimcmn. The board of directors s authorized
to fix by resolution or resolutions adopted prior (o the issuance of any shares of each particular
series of preferred stock, the designations of relative rights and preferences and the

“. qualifications, limilalions and restrictions thereof, if any, of such series, including, but \.vithout

limiting the generality of the foregoing, the following:

(0) The annua] rate (not to exceed eight percent (8.0%)), amount of and dates of
payment of dividends, if any; :

" (b) The stated value per share;

(¢) The price at, and the terms and conditions upon which, sharcs may be
redeemed, i€ subject to redemption; . :

(d) The preferences, if any, of the holdors of the serics upon voluntary or
involuntary liquidation, merger, censolidation; distribution or sale of assets,
dissolution or winding up of the cooperalive; C

(e) Sinking fund, redemption, repurchase provisions or other like provisions, if any,
to be provided for the shares of tho series: L

() The terms and conditions upon which shares may be converted into shares of
other series or ather capital stock, if issued with ths privilege of conversion;

(8) The voling rights in the event of defaull in the poyment of dividends or under
such other circumstances and upon such conditions as the board of directors
may determine; . :

(h) The restrictions, if any, for the benefit of such a series, on payment of dividends

on other shares of stock of the cooperative, including shares of other series of *
preferred stock; A :

(i) The restrictions, if any, on the Issuance of additional shares of stock of tho
: cooperative, including shares of other series of preferred stock-

‘Sectlon 1. - Qualifjcations of Membership, Eligible palrom of the cooperalive who' |
purchase one share of common grock and who meet such other uniform requirements for
membership as are established in the cooperative’s bylaws or by the board of directors may

. become members of the cooperative. Thesc requirements will include conducting u minimum

level of patronage business with the cooperative in each first proceeding full fiscal year as
established by the board of dirsctors, consenting to take patronage income allogations into
income in the year recclved from the cooperative and signing such member documents as may be
required by the cooperative. Such eligible patrons of this cooperative may be deemed to have
applied formembership as of the first business (ransaction within the year of application for

2
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membership. ,
' - : Sectlon2.  Automatic Termination of Membership. Atany tme if a member (1)
‘ has become ineligible for membership, or (b) has failed to patronize this cooperstive in the
preceding full fiscal year of twelve (12) months in the minimum emount established by the .
l board of directors or (¢) has moved from the territory served by this coaperative, or (d) dies or
- © ceases 10 be an agricultural producer, the membership shall be automatically terminated.
I Section3.  Discretionary Termination of Membership. Whenever the Board of
Directors, by resolution, finds that a membe has () Intentionally or repeatedly violated any
Article or Bylaw of this cooperative, or (b) breached any contract with this cooperative, or (c)
remained indebted to this cooperative for ninety (90) days after such indebtedness first became
- payable, or (d) willfully obstructed any lawful purpose or agtivily of this cooperative; then In any
such event, the Board of Directors, in its sole discretion, may terminate the mlbership. :

: Sectlon 4. Effect of Termination. Upon termination of membenhlp. all voting
nghts and other rights of membership shall automatically cease. No actlon taken hereunder shall
impair the obligations or labilities of either party under any contract with the coopemwe which
may be terminated only as provided therein,

mmu..mmmgm& _
Secilon 1, ' u Election. The business and affairs of this cooperative shall
— “be mnnnged under the diracuon of the Board of Directors of not Iess than five (5) directors who

shall be elected by and from the members at the annual meeting in such number and for such
terms of office as the Bylaws shall prescribe,

l Sectlon 2. Limitation on Liabilitv. A director of the cooperntive shall not be :
personally llable to the cooperative or its Members for monetary damages for breach of fiduciary
duty as a dircctor except for ability (a) for breach of the director’s duty of loyalty 1o the
cooperative or its members, (b) for acts of omissions not in good faith or that involve intentional
I ) misconduct or a knowing violation of the law; (c) for a transaction from which the director
, derived un impropor personal bensilt, or (d) for an act or omission occurring prior fo the dato
. : ‘ - when the provisions limiting lisbility becomes effective, If the Minnesota Statutes are amended
I after approval by the members of this Article to authorize the cooperative to act to further limit
the personal liability of directors, then the lisbility of the director of the cooperative shal) be
: ehminmcd or limited to the fullest extent permitied by the Mlnncsow Statutes, as so amended,

Any repezl or modification of the foregoing paragmph by the members of the coopcratwc

shall not ndversely affect any right or protection of a direcmr ofthe coopcmuve exisung atthe
time of such repeal or - modification, :
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All tist proceeds (savings) of thls cooperative from patronage sourced business in excess
of additions to reserves shall be distributed annually to the extent and in the manner provided in
the Bylaws. Any such patronage refunds shall be redeemabie only at the option of the Board of
Directors. : '

R Vi, L

This association shall have a first lien on all stock and equity credits, and other interests
standing on its books for:all indebtedness of the respective holders or owners thereof to the
association and business entities through which the association conducts its patronage sourced
business. This assoclation shall also have the right, excreisable at the option of the Board of
Directors, to set off such indebtedness against the amaunt of such patronage capital or other

interests standing on its books: provided, however, that nothing contained herein shall give the

owners of patronage capital or other interests any right to have such set off made.

The coopemative may discount the valuc of the stock and equity credits and other interests

standing on its books for all indebtedness of the respective holders or owners thereof to the'

" assoclation and business entities through which the association conducts its patronage sourced
business. The method of discounting the value of the stock and equily credits shall be to
calculate the present-valug of the credits based on the number of years to the expecied
redemption of the stock and equity credits had the offset against the indebiodness not occurred.
The discount ratc shall bs equal to the cooperative’s rate thut it pays on term debt. If the

discounted stock and cquity credits are more than the indebledncss to be offset, any excess

credits shall be retumed, in the board’s discretion, either al the time of the offset, or in the
normal redemption cycle along with every other patron’s equities. - If the discounted stock and
equity credits are less than the indebiedness to be offset, the cooperative's lien shall continue
against future stock and cquity credits allocated 10 the patron, ‘which shall be discounted and
offsct against the remaining Indebtedness. Stock and equity may be discounted for reasons other
than when the first lien or right of set off is asscried, and this parsgraph shall not be construed to

. limit the usc of discounling.

Whenever the Board of Directors determines, in its. sole discretion, that a member or
patron who is obligated for the payment of any goods or services purchased from the association

or any business entity through which the Cooperative conducts a patronsge-sourced business is

insolvent, the Board of Dircctors may, in its sole discretion, discount and set off as much stock
and equity cqual fo the indebtedness owed 1o the Cooperative or other business entity. The
balance, if any, after the discount and setoff shall not be redeemed unless and until the Board of -
Directors determines, in its sole discrelion, that the redemption s consistent with-and in support

_ of the Cooperuative's goals and cbjectives and business interests. Until a determination Is made
by the Board of Directors, if ever, to tedeem the equity, the remaining- cquity ‘shall remain
accounted for on the books and records of the Cooperative at its remaining face valuc.

ARTICLE VIII, LIQUIDATION

Inthe event of any liquidation, dissolution, or winding up of this cooperative, whether voluntary
or involuntary, ull debts, liabilities and outstanding preferred stock of this cooperntive shall be
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paid first sccording to their respective priorities. Al capiial fumished through patronage shall
then be distributed without priority on & pro rata basis (o the patrons to whom allocated on the
books of the cooperative. Finally, outstanding common stock will be paid out on a pro rata basis
Any remaining assets of this cooperative shall be distributed among the patrons of this
cooperative in the proportion which the aggregate patronage of each patron bears to the total
patronuge of all patrons as shown by the records of this cooperative insafar as practicable and as

determined by the Board of Directors over a period of time not to exceed ten years or on such
other equitabla basis as'may be permitted by law,

ARTICLE IX. AMENDMENTS .
These Articics of Incorporution may be amended in the manner as provided by law.

STATEQFH!N' TA-’?- :
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AMENDMENT
OF
ARTICLES OF INCORPORATION
OF
AG PARTNERS COOP

The undersigned, Brian Hokanson, the President of Ag Partners Coop ,

cooperative subject to the provisions of Chapter 308A of the Minnesota Statutes,‘
does hereby certify that:

RESOLVED, that the Articles of Incorporation of Ag Partners Coop be

- amended in thelr entirety and restated, and as amended and restated they will

supercede the existing Articles of Incorporation and all amendments, sald
restated Ardcles of Incorporation are attached hereto, ‘

The amendment of Articles of Incorporauon was adopted by the vote of a
majority of those voting on the amendment at a duly noticed and valldly held -
meeting of the members, after the amendment was approved by the Board of
Directors. The meeting was held on March 10, 2005.

I certify that 1 am authorized to execute this amendment and I further
certify that I understand that by signing this amendment, I am subject to the

- . penalties of perjury as set forth In section 609 A8 as If I had signed this

amendment under oath,

AG PARTNERS COQP -
By: “ ' .

Brian Hokanson, President
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AMENDED BYLAWS
OF
AG PARTNERS COOP

BYLAW I
- MEMBERS’ MEETINGS

Section 1. Auoual Members Mestings. The annual meeting of the members shall be held
annually at the principal place of business of the cooperative or at any other place conveniently located

within the area served by it at such time ag the Board of Directors shall determine.

Section 2, Special Members Meetings. Special meetings of the members may be caused by -

a’majority vote of the directors of the cooperative or upon the written petition of at least 20% of the
members. It shall be the duty of the president to cause notice of the special meeting to be given as
pravided befow. The notice shall state the time, place.and purpose of the special meeting and shall be
issued within ten days from and afier the date of the presentation of such petition, and such special
meeting shall be held within 30 days from and after the date of the presentation of the petition. No
business shall be considered at such meeting except as may be mentmned in the call and included in the

- potice of the meeting.

Section3.. - Notice of Meetinos. The secretary of the cooperative shall give notice of any

annual or special meeting by publication in a legal newspaper published in the county of the principal

. place of business of the cooperative, or by publication in a magazine, periodical or house organ regularly
published by or on behalf of the cooperative and circulated generally among its members, at least two -

weeks previous to the date of the meeting, or by mailing notice thereof to each and every member
personally, or, in the case of a cooperative, to the secretary thereof, at bis last known post office address,
not Jess than 15 days previous to the date of the meeting. The notice shall state the date, time and place
of the meeting. The secretary shall execute a certificate, which contains a copy of the notice showing the
date of mailing and states that the notice was mailed within the time prescribed by law, The centificate
shall he made a part of the meeting. The failure of any member to receive notice shall not validate any
action which may be taken by the members at a meeting,

: s;gnm Yoting — Members. Each member shall be entitled to only ose vote on any
question. No proxy voting shall be allowed. The Board of Directors may cause to be submitted by mail
ballot any question to be voted on at agy member meeting. Such ballot shall contain the exact text of the
proposed motion, resolution or amendment to be acted upon and the date of the meeting and shall also
contain spaces in which the member may indicate an affirmative or negative vote thereon. Such ballot,
when completed by an absent member and received by the cooperative. shall be connted as the vote of
such member at the meeting, : :

Scetion 3. mgmm_Memhm At any regular or special meectiog of the members a
quorum necessary for the transaction of business shall be 10% of the total number of members in the
cooperative, however, a quorum shall never be more thag S0 members. In determining a quorum at any
meeting, on 2 question submitted to a mail vote, members or members present, in person or represented
by mail vote shall be counted,
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Section6.  Order of Business. The order of business at any annual meeting and so far as
possible at all other meehngs of the members shall be conducted according to the Roberts Rules of Order
as follows'

(@  Calling of Roll
(b)  Proof of notice of meeting
(c)  Reading and disposal of all unapproved minutes
(d)  Annual reports of officers and committees
(e) Elaction of directors
Unfinished buginess
(8)  New business
(h) Adjournment

BYLAWIT
- BOARD OF DIRECTORS

Sectionl. = Numberand Term. The board of directors of this cooperative shall be comprised
of ten (10) directors until such time as the members amend this section. Directors shall be members or a
representative of a member of the cooperative end shall be elected by ballot at the annual meeting for a
term of 3 years, and shall hold office until their successors shall be elected and qualified. Directors shall
not be eligible to be re-elected after they have served for three successive three year terms, said three
year terms to begin at the time of the anaual meeting following the close of the first fiscal year and at
subsequent elections. A Director shall be eligible to be elected or appointed after he has been off the
Board for a period of one year or more after having served for three successive three year terms. The
term of office shall be s0 arranged so that as nearly as possible the term or office of an equal number
shall expire each year. No person shall be eligible to be a director if he engages in activities in
competition with the goals and best interests of the cooperative.

Section 2. Nominating Committes/Districting of Trade Territory, The Board of Directors -

shall appoint 8 nominating committee apnually to be composed of members. other thau directors to
nominate candidates for election as directors. The Board of Directors may delineate the trade territory
from time to time into districts so as to provids for the nomination and election of directors from districts
$0 as 1o pravide for fair representation of the members, Said districts shall be delincated so as to provide
for equitable representation of the members, volume of business conducted and amy other factors they
deem to be relevanl.

Section 3. Removal and Vacancies, If any director shall cease to be a member his office
shall be thereupon automatically vacated. If a majority or the directors find after hearing thal any

director is in competition with or is affiliated with any enterprise that is in competition with this
cooperative, such person shall cease to be a director. Except as provided above, any director of the
cooperative may for cause, at any anmual or special meeting oalled for the purposo, at which a quorum of
the members shall be prosent, be removed from office by vote of the majority of the members present.
Failure of a director to attend three consecutive directors’ mestings, except for cause, shall be conclusive
cause for removal by the members. .

Ifa director’s position is vacant, except if such vacancy is caused by removal by the members, the Board
of Directors may appoint a member to fill the director’s position until the next regular or special meeting
of the members. Any -vacancy in the Board of Directors caused by removal by the members shall be

2
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filled by the members far the unexpired term of such director, _and such electibn may be held at the same

meeting at which the director was removed from office.

' Sectiond. Compensation. Directors and officers of the cooperativo shall be compensated
for mileage, as set by the Board of Directors when on cooperative business up to the allowance permitted
by the Internal Revenue Service. The rate of compensation of the directors and officers of the
cooperative for per diem shall be determined by the Board of Directors.

Section 3, Duties. The Board. of Directors shall- manage the business and affairs of the

cooperative, make all sules and regulations not inconsistent with law or those bylaws, and shall have the

power to appoint and dismiss the manager and all other employees, fix their compensation aod prescribe
their duties. [t shall require the manager and all employees having custody of the funds of the
cooperative to provide fidelity bond in such amouats as it shall determine.

The Board shall have the books of the cooperative audited at least once a year after the close of the fiscal
year and submit copies of the audit report to the members at the annual meeting,

Section 6. Policy ~ Employment. It shall be the policy of this cooperative, but not
mandatory that no member of the Board and no person who is a member of the immediate family of any
director, shall be eniployed as a manager or otherwise,

Section 7, Regular Directors Mestings. Regular meetings of the Board of Directors shall
be held at such time and place as the Board of Directors shall determine.

Section8..  Spesial Dircctors Meetings. Special meetings of the Board of Directors may be
called by the President or by 2 majority of said Board, Each member of the Board of Directors shall be
duly notified or al] such meetings, No business except that mentioned in the call for a special meeting of

the Board of Directors shall receive flnal action at sald meeting except that when all members of the:

Board are present they may sign a waiver of notice and purpose and then transact any buszness which
may properly come before 8 regular meeting of the directors.

Section 9, Quotum - Directors: A majority of the directors in office shall constitute a

.quorum necessary to the tragsaction of business at any regular or special meeting of the Board of

Directors, but if less than a quorum {3 present, those directors present may adjoum the meeting from time
to time until a quorum shall be present. All questions shail be decided by a vote of a majority of the
directors present 2t a meeting.

- Section 10. Nﬂh&mﬂ.ﬂm@mmmm Notice of meetings of the Board of

Directors shall be given in person, by phone, or by mail prior to such meeting. A signed waiver of notice

of a Board meeting is equivaleat to personal notice to the person 50 signing. Attendagce at a meetingisa
waiver of notice of such meeting, except when 3 director attends the meeting and objects to the
transaction of business because the meeting was not pmperly conveged. The purpose of any meeting of
the Board need not be specified in the notice, or waiver of notice of any regular meeting, but shall be
specified in the notice of any special meeting,

. Action Without Meeting. Any action which may be taken at @ meeting of the

Sectiog 11.
Board of Directors or a lawfully constituted committee thereof may be taken without a meeting if set
forth and approved by a writing signed by all directors or by all committee mermbers, as the case may be,
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dand such action shall be effective on the date on which the last s:gnatnre is placed on such writing, or
such earlier et‘fectwe date as set forth therein.

Section 12. . The president of the cooperative shall preside at all mectings
of the members and directors, aud shall cast the deciding vote in all cases of a tie.

BYLAW II
OFFICERS

Sectionl..  Election. The Directors shall elect from their own number a President and one
or more Vice-Presidents. They shall also elect & secretary and a treasurer, who need not be directors or
members. The offices of secretary and treasurer may be combined and when so combined the person
filling the office shall be termed seoretary-treasurer. The Board of Directors may also elect such
additional officers as necessary who need not be directors or members. The term of all officers shall be
until the next annual meeting of the Directors and until their successors are elected and qualified, -

Section 2. President. The President shall preside over all meetings of the cooperative and
of the Board of Directors, call special meetings of the cooperative and of the Board, perform all acts and
duties usually performed by an executive and presiding officer, and sign such other papers of the
cooperative as he may be authorized or directed to sign by the Board; provided that the Board may
authorize any person to sign any or all checks, contracts, and other instruments in writing on behalf of
the cooperative, The President shall perform such other duties as may be prescribed by the Board.

Section 3. Yice Prasident. In the absence or disability of the President, the Vice President
shall perform the duties of the President; provided, however, that in case of death, resignation or

disability of the Presidnnt, the Board of Directors may declare the office vacant and elect his successor.

Secretary. The Secretary shall keep a complete record of all meetings of the

Sectiond.
* cooperative and of the Board of Directors and shall have general charge and supervision of the books and
" records of the cooperative. - He shall sign with the President such papers pertaining to the cooperative as

he may be authorized or directed to do by the Board, He shall give all notices required by law and by
these Bylaws and shall make a full report of all meetings and business pertaining to his office to the

. members at the annual meeting. He shall keep the corporate seal and the records of the cooperative,

complete and countersign all certificates issued and affix the corporate seal to all papers requiring such
seal. He shall keep a proper membership record, showing the name of each member. He shall make all
reports required by law and shall perform such other dirties as they be required of him by the cooperative
or by the Board, Upon the election and qualification of his successor, the Secretary shall tura over 1o
hiro all books and other property belonging to the cooperative that be may have in his possession.

Section 5. ‘Treasurer. The Treasurer shall be the cusiodian of all funds, securities and
property of the cooperative. He shall deposit all funds in the name of the cooperative and disburse the
same upon. the authority of the Board of Directors and he shall perform such other duties as may be
prescribed by the Board,

Sestion . Bonds. Officers and employees having the custody of or handling the funds,

securities, or property of the cooperative shall give a fiduciary bond satisfactory to the Board or
Directors, at the expense of the coaperative.
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. Segtion?. Removal, The members may, ot any annual meeting ar at any special meeting
called for that purpose, by a majority vote, remove any director or officer for cause upon notice and
hearing as provided by law and may fill any vacancy caused by such removal.

Section 8. Exccutive Commiittes. The Board of Directors may designate the President,
Vice-President and the Secretary and any asumber of additional Direotors. to constitute an Executive
Committee, ‘The Board of Directors may elect other directors as alternate members of the committee.
The committee shall exercise authority as designated by the Board of Directors, but it shall not have the
power to apportion or-distribute proceeds, elect officers, or fill vacancies on the Board of Directors, The
committee shall be subject to the ¢control and directon of the Board of Directors and shall report on their
actions at the next regularly scheduled Board of Dircctors meeting, -

BYLAWIV
MEMBERSHIP

= Qualificali The members of the cooperative
shall be the holders of xts voting common stock who are quahﬁed to hold same in accordance with the
provisions of the Articles of Incorporation and of these Bylaws, who patronize and cooperate with the
cooperative, and who meet such uniform requirements, conditions and policies for membership as
established from time to time by the Board of Directors, The Board of Directors shall have the right to
permit or deny the acquisition or retention of voting common steck of this cooperative by any patron
otherwise eligible for sucht ownership, in the event that the Board of Directors determines that allowing

the acquisition or-retention of such status would be contrary to the interests of the cooperative and its

members.

Section 2. Minimum Level of Business. In order to maintain eligibility to be a voting
member of the caoperative, a common stockholder must maintain' 8 minimum annaual level of business
with the Cooperative, This minimum level of business shall be established by action of the Board of

- Directors adopted prior to the annual membership meeting of the Cooperative for the fiscal year in

progress at the time of the angual meeting. The level so established shall be communicated 1o members
and potential members in o manner determined by the Board of Directors reasonsbly expected to reach
mombers in sufficient time for them to meet the minimum leve] of business before the end of the fiscal
year for which the minimum applies.

Section 3. Multiple. Production Loeations. Where agricultural production activities are
carried on at different locationy and/or in different ownership forms by the same controlling person or
entity, the Board of Directors shall determine at its own disoretion whether the activities at a different
location or under different ownership form shall be entitled to a separate voting membership or must be

-considered one producing unit eligible for only one voting membership.

Section 4. Amumeummmmp The secretary of the cooperative shall
annually review the status of each holder of voting common stock and report to the Board of Directors
the names of such holders who do not meet the qualifications and requirements for membership in the
cooperative,

Section 5, j ! . In the event that the Board
of Directors finds that any member fails to meet the qualifications and mquirements of membership, the
member shall be notified of such fact. A member so potified shall have the opportunity to object to the
finding by tho Board of Directors through an informal hearing (without legal representation or witnesses)

5
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before the directors at a regularly scheduled meeting within sixty (60) ddys after the member receives the
notice of membership termination. The member shall be given up to thirty (30) minutes to state their
objections and concerns during the hearing. After receipt of such notice and pending such hearing, the
member shall have no voice or vote in the affairs of the cooperative, If the Board of Dircctors finally
determines that the member does not meet such membership quelifications and requirements, their
determinatjon shall be conclusive and binding in all respects.

of membexstup in tlus cooyemtxve ig the member’s msponsibihty to keep the coopemuve informed of his
or her current address in-order for the cooperative to communicate with and make payments and
distributions to the member. Failure to do so places an unfair and disproportionate administrative cost
burden on the cooperative and ity other members in seeking out the member’s cugrent location. It also .
demonstrates the member’s lack of concern for or valuation of their relationship and accounts with the
cooperative, Failure {6 meet this requirernent will result in the forfeiture of the member’s financial
accounts and interests with the cooperative, 4

By accepting membership In this cooperative, each miember stockholder agrees that in the event the
cooperative is unable to make distribution of any patronage dividend, or to return or pay any reserve
accumulation or other capital equity, including amounts payable in redemption of stock, or to pay any
dividend on stock with two (2) years from the time such distribution, retum or payment became due or
would nermally have been made, because the member shareholder entitled thereto cannot be located, or
because the member shareholder refuses or does not have the capacity to accept same, or for any other
cause beyond the control of the cooperative, such patronage’ dividend, reserve sccumulation, equity or
stock account, dividend on stock or any other amount due to the member stockholder shall be deemed to

* have been forfeited and abandoned and shall be refained by the cooperative and credited to its general

reserve.

Section 7. Lien. As stated in Article VII of the cooperative’s Articles of Incorporation
the cooperat{ve shall have a first lien upon all patronage equities and other interests standing on its books
for all indebtedness of the respective holders of this cooperarive, This lien shall cover all capital
accounts, stock, certificates, debentures, allocated reserves, written notices of allocation and other
property, including all accruals thereon, shown or recorded in the records of the cooperative in the name
of any holder thereof, _

As a condjtion of membership in the cooperative, the Vholder agrees to execute such financing statements
or other documents or to take such other steps as may reasonably be requested by the cooperative in
order to perfect the cooperative’s lien and corresponding security interest.

BYLAW V
STOCK

Section 1. ngﬁsaxgui_smk. All certificates of stock issued by the Cooperstive shall be in
such form as shall be approved by the Board of Diractors, and shall be signed by the president or the
vice-president and the secretary or an assistant secretary. At least one of such signatures shall be affixed
manually. The remaining sigoature may be a facsimile. - The certificates shall be numbered
consecutively and issued in numerica] order. The cooperative shall keep 8 full and complete record of
each certificate issued, including the name and address of the person to whom the certificate is issued,
the number of shares of stock evidenced thereby and the date of issue. No share shall be issued in place

6
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of an outstandmg certificate until such latter certificate has been surrendered for cancellation, except as
_provided in the following section.

Section 2. Policies Regarding Capital Stock. The cooperative’s Board of Directors will establish
policies regarding the issuance, transfer or redemption of common and preferred stook covering any
malters or procedures not specifically addressed in these bylaws or the cooperative’s articles of
incorporation.

Section 3. Lost Certificates of Stock, If any certificate of stock is lost or destroyed, the Board of

Directors may order a new certificate issued ia its place upon such terms and conditions as will protect
the interests of the cooperative,

(a) Issuance and Transfer. The voting common stock of the cooperative may be issued to
and held anly by producers of agricultural products, and may be transferred only with the consent of the
Board of Directors of the cooperative and on the books of the cooperative by the holder thereof in
person, or by the holder’s duly authorized attorney, upon surrender of the certificate therefore, properly

endorsed, only to such qualified holders, and provided that the holder thereof shall have first complied -

with the membership requirements of the cooperative. No purported assignment or transfer of common
stock shall pass to any person not eligible to hold the stoak, aor aay rights or privileges on account of the
stack, or vote or voice in the management of the affairs of the cooperative. :

(b) Stackholder Ineligible for Membership. In the event the board of directors shall find
that any shares of common stock of this cooperntive have come into the hands of a person who is not
eligible for membership, or that the holder of the shares has ceased to be an eligible member, the holder
shall have no rights or privileges on account of the stock, or vote or voice in the management or affairs-
of the cooperative other than the right to pasticipate in accordagee with law in case of liquidation or
dissolution. In this circumstance, the cooperativo shall have the right, at its option, (a) to purchase the
share of stock at its book value; or (b) to convert it into a share or shares i in equivalent book value.of a
non-voting preferred stock series being issued by the cooperative,

{c) Eailure to Deliver Shares. In exercising its right to purchase or to require the transfer
or couversion of common stock into shares of a nonvoting series of preferred stock, if the holder fails to
dellver the certificate evidencing the stock, the cooperative may cancel the certificate on its books and
issve a new certificate of common stock, or a nonvoting centificate of preferred stock as the case may be.

(d) Record Dats. In order that the cooperative may determine the shareholders entitled to.
notice of, or to vote at, any meeting of sharcholders or any adjournment thereof, or to express conseat to,-
ar to dissent from, a proposal without a meeting, or entitled to receive payment of any dividend or other
distribution or allotment of any rights, or for the purpose of any other action, the Board of Directors may
fix, in advance, a date as a record date, which shall not be more than sixty (60) nor less than ten (10) days
beéoredthe date of such meeting, nor more than sixty (60) days prior to any other action. If no record date
is fixe

(i) The record dato for determining the sharcholders of record entitled to notice of, or {o vote
at, a meeting of shareholders shall be at the close of business on the day next pteceding the day on which

notice is given, or, if no notice is given, at the close of business on the day next pxecedmg the day on
which the meeting is held; and
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(i) The record date for determining shareholders for any other purpose shall be at the close of
business on the day on which the Board of Directors adopts the resolutxon relating thereto,

A determination of shareholders of record entitled to motice or to vote at a meeting of

sharebolders shall apply to any adjownment of the meeting; provided, howcver, that the Board of
Directors may fix a new record for the adjourned meeting,

. (e) Designated Voling Representative. Any voting stockholder that is not an individual
shall be entitled, and is required if notified in writing by the cooperative, to file the name of its
designated representative for voting in ell stockholder matters. Such filing shall be with the secretary of
the Board of Directors, shall be in writing, and shall be in effect until written notification of the change
in representation by the stockholder entity is received by the secretary, Such notifications received from
stockholder entities shall be assumed to be official based upon signature of appropriate stockholder
entity officers or other authorized persons. The coopemhve shall not be responsible if such stockholder
entity represemanve filings are not authaorized or correct in any way,

Section 3. Preforred Stack,

(a) Issuance and Transfer. The preferred stock of the cooperative may be issued to and
hold by any person, firm or corporation, and may be transferred on the books of the cooperative by the
holder thereof in person or by the holder's duly authorized attorney, on swrender of the certificate
therefore, properly endorsed. : :

(b) Informal Market, The cooperative will maintain an informal market for purchases
and sales of preferred shares betweea members (and any other investors approved for ownership of these
securities by the Board of Directors) under the terms and conditions established by the Board of
Directors. The cooperative shall have no obligation to repurchase preferred shages or to in any way
financially support or participate in this informal mmkct except as the Board of Directors shall choose to
da in its sole discretion.

(c) Breferred Stock Transfer Prices. The cooperative's Board of Directors will adopt
policies regarding the establishment of transfer prices for preferred stock shares. These policies will.
address prices reached by parties in negotiations through the informalamarket pmcess established by the
board. The stock transfer price policies will also address the option of the board to establish a transfer
price for contemplated repurchases of preferred stock by the Cooperative (such repurchases being solely

at the discretion of the board) or for periodic guidance in negotiations between parties participating in the
informal market.

BYLAW VI
METHOD OF OPERATION - PATRONAGD REFUNDS

Section 1. Copperative Operatiog. This cooperative shall be operated upon the cooperative -
basis in camrying out its business within the scope of the powers and purposes defined in the Articles of

- Incorporation. Accordingly, the net income of this cooperative in excess of amounts credited by the

Board of Directors to Capital Reserves and amounts of dividends, if any, paid with respect to equity
capital shall be accounted for and distribitted annually on the basis of allocation units as provided in this

“Article IV. In determining the net income or net loss of this cooperative or its allocation uaits, there

shall be taken into account this cooperative’s share of the net income or net loss of any unincorporated
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enmy in which it owns an equity intefest, patronage dividends distributed by other cooperatives of which
it is a patron and, to the extent determined by the Board of Directors, its share of the undistributed net
income or net loss of any corporation in which it owns an eqmty interest,

Each transaction between this cooperative and each member shall be subject to and shall include
as & part of its terms each provision of the Articles of Incorporation and Bylaws of this cooperative,
whether or not the same be expressly referred to in said transaction, Each member for whom this
cooperative markets or procures goods or services shall be entitled to the net income arising out of said
transaction as provided in this Asticle IV unless such member and this cooperative have expressly agreed
to conduct said business on a nonpatronage basis, No nonmember for whom this cooperative markets or
procures goods or services shall be entitled to the net income arising out of said transactions &s provided
in this Article IV unlesy this cooperative agrees to conduct saxd business on a patronage basis.

Ssction 2. Patrons: Patronage Business: Nonpatronage Business. As used in this Article
IV, the following definitions shall apply:

(a) The term “patron” shall refer to any member or aonmember with respect
to business conducted with this cooperative on a patronage basis in accordance with Section 1 of t}ns
Article IV,

(b)  The term “patronage business” shall refer to business done by this
cooperative with or for patrons.

(¢)  The term “nonpatronage business” shall xefer to business done by this
cooperative that does not constitute “patronage business.”

Section 3. Establishment of Allpcation Units, Allocation units shall be established by the
Board of Directors on a reasonable and equitable basis and they may be functional, divisional,
departmental, geographic, or otherwise. The Board of Directors shall -adopt such reasonable and
equitable accounting procedures as will, in the Board's judgment, equitably allocate among such
allocation units this cooperative's income, gains, expenses and losses and, to the extent provided in
Section 1 of this Article IV, patronage dividends received by this cooperative and its share of income,
gain, loss and deduction of other catities in which it owns an interest.

Section 4. ﬂmmmwm The Board of Directors shall have the
discretion to determine whether gaing and losses from sales or other disposition of capital assets used in
the operations of the cooperative (facilitative assets) will be treated as patropage or nop-patronage

- transactions. In making its decision, the board shall consider the nature of the asset, the records of patron

use of the assets that are available, current Internal Revenue Service requirements and any other relevant
factors.

jt. The net
income or net loss of an allocation unit from patronage business for each fiscal year shall be the sum of
(1) the gross revenues directly attributable to goads or services marketed or procured for patrons of such
allocation uait, plus (2) an equitably apportioned share of other items of income or gain attributable to
this cooperative’s patropage business, less (3) all expenses and costs of goods or services directly
attributable to goods or services marketed or procured for patrons of such allocation unit, less (4) an
equitably apportioned share of all other expenses or losses attributable to this cooperative’s patronage
business, dividends on equity capital and distributable net income from patronage busimess that is
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credited to the Capital Reserve pursuant to Section 8(6) of this Article IV. The foregoing amounts shall

be determined in accordance with the accounting treatment used by the cooperative in calculating its

{axable income for federal income tax purposes; provided, however, that the Board of Directors may
prospestively adopt a reasonable alternative method, Expenses and cost of goods or services shall
inciude without limitation such amoumts of depreciation, cost depletion and amortization as may be
appropriate, amounts incurred for the promotion and encouragement of cooperative organization, and
taxes other than federal income taxes. Such net income or net nss shafl be subject to adjustment as
provided in Sections 6 aad 9(b) of this Article IV relating to losacs

Section 6. Aummmmmmmmmmmmm The net income of an
allocation unit from patronage business for each fiscal year, less any amounts thereof that are otherwise
allocated in dissolution of this cooperative, shall be allocated among the patrons of such allocation unit
in the ratio that the quaatity or value of the business done with or for each such patron bears to the

quantity or value of the business done with or for all patrons of such allocation unit. The Board of -

Directors shall reasonably and equitably determine whether allacatmns witbin any allocation unit shall
be made on the basis of quantity or value,

Sestion 7. mmgmmummmmm
(@  Methods for Haudling Patronage Losses. Ifan aﬂocaﬁon unit incurs a net loss in

any fiscal year from patronage business, this cooperative may take one or more of the following actions:

()  Offset all or part of such net foss against the net income of other
allocation units for such fiscal year to the extent allowed by law;

(i)  Establish accounts payable by patrons of the allocation unit that incurs

the net loss that may be satisfied out of any future amounts that may become payable by this
cooperative to each such patron;

(i)  Carry all or part of the loss forward to be charged against future net
income of the aﬂocation unit that incurs the loss;

(iv)  Offset all or part of such net logs against the Capital Reserve;
(v}  Cancel outstanding Patrons’ Equities;
. (#i) . Cancel outstanding Non-Qualified Notices of Allocation.

()  Allocation of Net Loss Among Patrons of Loss Unit. Aoy cancellation of
equities and/or establishment of accounts payable pucsuant to this Section 6 shall be made among the
patrons of an allocation unit in e manner consistent with the allocation of net income of such allocauon
unit.

(c) WMMMM. The future net income of an
allocation unit that incurs o net loss may be reduced by part or all of such net loss that was offset against
the Capital Reserve, Patrons’ Equities of patrons of another allocation uxit or against the net income of
another allocation unit and may be used.to restore the Capital Reserve, restore such Patrons’ Equities or
to increase the future net income of such other allocation unit; provided that reasonable notice of the
intent to do so is given to the patrons of the loss unit.
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(d)  BoardDiscrstion The provisions of this Section § shall be implemented by the
Board of Directors, having due consideration for all of the circumstances which caused the net loss, in &
_magner that it determines is both equitable and in the overall best interest of this cooperative.

() - :
right of assessment against members or nonrnembcr patrons for the purpose of restoring impairments to
capital caused by net losses.

1 (a)  Patronage Refunds. The net income allocated to a patron pu:suint to Sections 5

and 9 of this Article IV shall be distributed anoually or more often to such patron as a patronage refund;
provided, however, that no distribution need be made where the amount otherwise to be distributed to a

- patron is less than a de minimus amount that may be established from time to time by the Board of

Directors. Patronage Refunds shall not be reduced by dividends on capital stock or other proprietary
capital interest.

(b)  Eomm of Patronsge Refynds. Patronage refunds shall be distributed in cash,
allocated patronage equities, revolving fund certificates, securities of this cooperative, other securities, or
any combination thereof designated by the Board of Directors (all such patronage refunds referred to
collectively herein as “Patrons’ Equities), including, without limitation, the following instruments (which
may be un~certificated and designated only by book entry on the cooperativa’s books and records):

(i) Capital Equity Cedificates, in one or more than one class or series, in
such designations or denominations, and with such relative rights, preferences, privileges and
limitations as may be fixed by the Board of Directors, and bearing no interest, dividend or other
annual payment,

(i)  Cenificates of Indebtedness in one or more than one class or series, in
such designations or denominations, and with such relative rights, preferences, privileges and
limitations as may be fixed by the Board of Directors, and bearing such maturity and rate of
interest, if any, as tnay be fixed by the Board of Directors. Such certificates shall be callable for
payment in cash or other assets at such times as may be determined by the Board of Directors.

(ii). Non-Patronage Earnings Certificates, in one or more than one class or
"series, in such designmations or denominations, and with such rselative rights, prefercnces,
privileges and limitations as may be fixed by the Board of Directors, with no maturity date, and
bearing no interest, dividend or other anaval payment. Non-Patronage Eamings Certificates may
be distributed only to members and to nonmember patrons as part of the allocation aand
distribution of nonpatronage income. Such certificates shall be callable for payment in cash or
other assets at such times as wmay be determined by the Board of Ditectors.

(ivy  Preferred Stock, in one or more than one class or series, in such
designations or denominations, and with such relative rights, prefersnces, privileges and
limitations as may be fixed by the Board of Directors. Receipt of preferred stock in payment of
allocated patronage dividends shall constitute full redemption of the patronage dividend accounts
Involved. The cooperative shall bave uo fixther obligation regarding the allocated patronage
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amounts involved to the member/patron who received the preferred stack other than to honor the

requirements of the preferred stock series issued by the cooperative in the transaction. |

()  Written Notices of Allocation. The noncash portion of a pauonage refund
distribution that is attributable to patronage business shall constitute & written notice of allocation as
defined in 26 U.S.C. Section 1388 which shall be designated by the Board of Directors as a qualified
written notice of allocation, as a nonquahfed written notice of allocation or any combination thereof as
provided in said section.

(&)  Non-Qualified Notices of Allocation. The cooperative is authorized to issue an
unlimited amount of patronage refunds in the form of nonquahﬁed written notices of allocation (as

defined in 26 U.8.C. 1388 (d))

(e)  No Voting Rights. Patrons’ Equities and Non-Qualified Notices of Allocation
shall not entitle the holders thereof to any voting or other rights to participate in the affairs of this
cooperative (which rights are reserved solely for the members of this cooperative).

(69) Transfer Restriction. Patrons' Equities may only be transferred with the consent
and approval of the Board of Directors, and by such instrument of transfer as may be requu'ed or
approved by this cooperative. _

(g) erd_Auxhndu_m_AﬂnLCmmm The Board of Directors of this
cooperative also shall have the authority to allow conversion of Patrons' Equities into Equity
.Participation Units, Preferred Equities or such other debt and/or equity instruments of this coopcrauve on
such terms as shall be established by the Board of Dueclors

(b)  Qualified Written Notices, Revolvement Discretionagry. No person shall have
any right whatsoever to require the retirement or redemption of any Patrons' Equities except in
accordance with their term, or of any allocated capital reserve, Such redemption or retivement is solely
within the discretion and on such terms as determined from time to time by the Board of Directors of this
cooperative, which may, in making any such redsmption or retirement, distinguish natural members from
unnatural members (corporations, partnerships, LLC's, and other business organizations, etc.) and, in
doing so, favor natural members with respect to estate retirements and revolvements at specified ages.

()  Non-Qualified Written Notices, Revolvement Upon Liquidatign. Nonqualified
written notices of allocation will generally be retired only upon the distribution of assets on liquidation
or dissolution of the cooperative and shall be treated as an allocated surplus for all purposes, The Board
of Directors may, in its sole discretion, pay out nonqualified written notices on an equitable basis so long
as the board is first gatisfied the cooperative has sufficient financial resources for such a payment and
that the cooperative has, for that year, sufficiently retired qualified written notices of allocation. If and
when nonqualified written notices are paid, they will be owned by the persons or organizations to which.
thie notices were issued and by the transferees of such organizations or persogs.

(i) . Regionel and Local Patronage The Board of Directors inay at its discretion

. cause the allocated patronage records including credits on the books of the cooperative to be maintained

in separate categories designating income or losses generated from the cooperative’s own local activities
and income or losses received through allocations from regional or other cooperatives in which the
cooperative is a member or maintains an ownership interest.

12
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Section9.  Capital Reserve. The Board of Directors shall cause to b8 created a Capital
Reserve and, except as otherwise provided in Section 9 of thiz Article IV, shall annually add to the
Capital Reserve the sum of the following amounts:

(a) The annual net income of this cooperative attributable to nonpatronage businaess;

() Annual net income from patrons who are unidentified or to whom the amount
otherwise to be distributed is less than the de minimus amount provided in Section 7(a) of this Article
IV; and

()  Aa amount up to 30% of the distributable net income from patronage business,
provided that & determination as to a specific amount is determined prior to the first day of any fiscal
year, and further that the amount is set at 10% for any fiscal year for which the Board of Directors does
not make a determiuation prior to the first day of such year. The discretion to credit patronage income to
a Capital Reserve shall be reduced or eliminated with respect to the net income of any period following

the adoption of a Board resolution that irrevocably provides for such reduction or elimination with
respect to such periad.

. (d) Federal income taxes on all income added to the Capital Reserve shall be
charged to the Capital Reserve,

WAWWMWW

(3}  Nonpatropnge Income. The Board of Directors shall have the dxscrenon to
-allocate to allosation unis amounts that are otherwisa to be added to the Capital Reserve pursuant to
Section 8(a) of this Article IV, Such allocation may be made on the basis of any reasonable and
equitable method. Amounts so allocated to allocation units shall be further allocated among the patrons
thereof on a patronage basis using such method as the Board of Directors determines to be reasonable
and equitable. Amounts so allocated shall be distributed to patrons thereof in the form of cash, property,
Non-Patronage Earnings Certificates, or any combination thereof designated by the Board of Directors.
The Board of Directors may . detcrmme whether and to what- extent nonmember patrons may share in
such distributions. .

(b)  Nonpatronage Loss. If the cooperative incurs a net loss on its nonpatronage
business or if a net loss is incurred with respect to the nonpatronage business of ag allocation uait, such
uet loss generally shall be chargeable against Capital Reserve unless and to the extent the Board of
Directors, having due consideration for the circumstances giving rise to such net loss, determines that it
is reasonable and equitable to allocate all or part of such a net loss among allocation units generally or to
a specific allocation ugit or units, Any such Joss allocated to an allogation upit shall reduce such unit's
net income from patronage business to the extent thereof and the excess, if any, shall be treated generally

~ in accordance with Section 6(z)(ii), (ili) and (v) of this Asticle IV,

BYLAW VI
SUNDRY PROVISIONS

Section L. Piscal Year, The fiscal year of this coopcmtive shall begin on the first day of
September and end on the last day of August each year.

13
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Section?. *  Indemoification of Dircetors, Officers and Puploees, ‘This cooperative shal

mdemmty each person who is or bay been & director, officer or employes of this cooperative and each
person who is serving or who hes scrved at the request of this cooperative as-a director, officer, employee -
or ageat of another cooperative, parinership, jolnt venture, trust or other enterprise, against expenses,
. including altorneys’ foes, judgments, fines and amounts pald in- séhilement, actually and reasonably

incurred by such person, to the full extent to which directors, officers and employees may be indemnified
under ths laws of the State of Minnesota as now in effect and as hereinafter amended. Indemnification

. under this section shall not be exclusive of other rights {o wlnr.h a pesson so indemuified may be entitled.

Section 3. losuracce. The Board of Directors may suthorize. the purchase and maintenance
by the cooperatlve of insurance on behalf of any person who may be indmnlﬂed. only to tho extent that

‘ indemnity is permitted by said Minnesota laws.

" BYLAW VI
CONSENT

Each person (including individuals partnerships, and bus!ness or cooperativa corporations) who bacomes:

~ a member and each member of this cooperative who continues as a member shall, by such act alone.

consent that the amounts of any distributions with respect to his patronage occusring in any fiscal year,
which are made in written notices of allocation (as defined in 26 U.8.C. 13880 the Internal Revenue
Code) and which are received by him from the caoperative, will be takea iata sccount by kim at their

stated dollar amounts, in the manper provided in 26 U.S.C. 1385, in the taxable years in which such
written notices of aﬂoeation are received by him. It is the intent of this bylaw to provide 2 consent -

binding on all members who retaln or obtaln membership after receipt of a written notification and copy
of this bylaw, for the purpose of making such distributions “quallﬁed written notices of allocation™

within the meaning of the United States income tax l:ws

BYLAWIX
AMENDMENTS

Any portion, or all, of these bylaws may be amended or repealed by 2 majority of the members present at
any membership meeting, regular or special, provided that said amendment has first been approved by
the Board or Direstors and notice of the proposed ameddment has been given id the call of the meeting.
| BYLAWX - '
‘ GENDER CLAUSE
Where the masculine gendcr appears in the context of the Bylaws, it shall be construed to mean the
feminine gender wherever applicable.

These Amr.nded By(aws wete duly approved and adopted by the members. oF the oooperaﬁve ita
membership meeiing tield o5 March 10, 2005.
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RESOLVED:

AG PARTNERS COOP-

' R_csoluti?n of the Board of Directors to Authorizs Class A Preferyed Stock

The Board of Directors, acting under provisions of the Articles of Incorporation-
of Ag Parmers Coap., hereby authorizes the creation of a series of stock described as

follows:
Name:

Voting Status:

Stated Value:

Annuhl Dividend Rate:

Liquidation Priority:

‘Approved Number of
Shares Authorized:

Ovwmership Restrictions

Cenificate Requirements

Class A Preferred Stock

Non-voting

5$100.00 per share

Variable up to 8% per year, non-cumdlative. at sole
discretion of the Board of Diractors.

Priority over-common stock and any atlocated
patronage income equity accounts.

100,000 shares to beissued in fractional shares
when appropriate, '

Nohe other than may be -rgquired to comply with
any applicable securities laws, ‘

Shares may be represented by certificate or issued
in uncertificated form documented by an account

~ statement. Certificates may be provided upon

request of the holder of the shares.

The form of certificate for Class A Preferred Stock, if issued by the Corporation, shall be
in traditional form and in alternate form such that it can be printed by computer, The
- final form for these alternats centificates shall be subject to review and approval by the -

. board.

o | %»’) %M D QP%: ’9/"-’7/'.@%
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AG PARTNERS COOP

ALLOCATED CREDIT CONVERSION AGREEMENT

The undersigned member (the “Member”) of Ag Partners Coop (the “Cooperative”), a Minnesota
cooperative corporation, with its business office located at First and Broadway (P.O. Box 218),
Goodhue, Minnesota 55027 agrees as follows:

1. Acceptance of Discounted Conversion Option: Subject to the terms and conditions
hereof, Member hereby irrevocably elects to accept the option being offered by
Cooperative to convert, at the stated discount conversion rate, all or part (as specified
below) of Member’s unredeemed allocated patronage income credit account balance (the
“Credits™) held by Cooperative to the Cooperative’s $100.00 per share stated value Class
A Preferred Stock (the “Shares™).

2. Subject to Acceptance: Member acknowledges that Cooperative reserves the right to
accept or reject, in whole or in part, any conversion stated in this Agreement at the sole
discretion of Cooperative’s board of directors. Acceptance by Cooperative to be
evidenced by the signature of this Agreement by an authorized officer, after approval by
the board.

3. Amount of Conversion: Member requests that the conversion be made as follows:

Total book dollar value of Credits to be converted. $
(Attach detail schedule of years and amounts for reference)

Discount to be applied.* Percentage 40.00 %

Dollar amount of Shares to be received by Member. $
Number of Shares to be received by Member

* If Member has previously accepted a discount of his or her Credits as part of the
. Cooperative’s equity restructuring plan this conversion will be of the Member’s stock
credit account for full value,

4, Registration. The Member requests the Shares be registered in the following name(s)::

(Name in which Shares are to be Held)
with title to be held as follows (Check one):
Individual Ownership
‘Tenants in Common (Each Owner must sign)
Joint Tenants With Right of Survivorship (Each Owner must sign)
Trust ’
Corporation
Partnership '
Limited Liability Company
Other (Describe )

Allocated Credit Conversion Agreement Page 1 of 2 Rev. 5/06
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5. Governing Law: This Agreement shall be governed by and construed in accordance with
the laws of the State of Minnesota.

IN WITNESS WHEREOF, = Member has executed this Agreement this day of
, and the representation attachment.
Signature for Entity Members - Signature for Individual or Joint Members
Corporations, partnerships, LLCs
(Print Name of Entity) (Signature)
By
(Signature) (Print Name)
(Print Name) (Address)
(Title)
Joint Member (if applicable)
(Address) | (Signature)
(Print Name)
(Address)

Note: The address given above must be the residence or business office address of the Purchaser. Post
Office and other addresses will not be accepted.

_ ACCEPTANCE
AG PARTNERS COOP hereby accepts the conversion of Member’s Credits to Shares as
stated above.

ACCEPTED this day of R
By: (Title)
(Signature)

Allocated Credit Conversion Agreement Page 2 of 2 ' Rev. 5/06
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AG PARTNERS COOP

PURCHASE AGREEMENT
FOR CLASS A PREFERRED STOCK

The undersigned investor (the “Investor”) and Ag Partners Coop (the “Cooperative”), a
Minnesota corporation, with its business office located at First and Broadway (P.O. Box
218), Goodhue, Minnesota 55027 agrees as follows:

1. Purchase. Subject to the terms and conditions hereof, the undersigned hereby
irrevocably subscribes to purchase shares of the Cooperative’s Class A
Preferred Stock ($100.00 per share stated value) (the “Shares™) at a purchase price
of $100.00 per Share.

2. Subject to Acceptance: Investor understands that this Agreement does not
constitute an offer by the Cooperative to sell Shares, but is merely a request for
information and that Cooperative reserves the right to accept or reject, in whole or
in part, any subscription stated in this Agreement at the sole discretion of
Cooperative’s board of directors. Acceptance by Cooperative to be evidenced by
the signature of an authorized officer to this Agreement after approval by the
board.

3. Payment. A check made payable to the Cooperative in full payment for the
Shares is enclosed. The undersigned hereby authorizes the Cooperative to apply
the enclosed check to the purchase price of the Shares.

4, Registration. The undersigned requests the Shares be registered as follows:

(Name in which Shares are to be Held)
with title to be held as follows:
Individual Ownership
Tenants in Common (Each Owner must sign)
Joint Tenants With Right of Survivorship (Each Owner must sign)
Trust
Corporation
Partnership
Limited Liability Company
_Other (Describe . )
Purchase Agreement for Class A Preferred Stock Page 1 of 2 Rev. 5/06
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8. Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of Minnesota.

IN WITNESS WHEREOF, Investor has executed this Agreement this day of
: , and the representation attachment.
Signature for Entity Investors - Signature for Individual or Joint Investors
Corporations, partnerships, LLCs
(Print Name of Entity) (Signature)
By .
(Signature) (Print Name)
(Print Name) (Address)
(Title)
Joint Investor (if applicable)
(Address) (Signature)
(Print Name)
(Address)

Note: The address given above must be the residence or business office address of the Purchaser.
Post office and other addresses will not be accepted.

ACCEPTANCE -
AG PARTNERS COOP hereby accepts the Investor’s subscription for Shares as
stated above.

ACCEPTED this day of ,
By: (Title)
(Signature) ‘ ‘
Purchase Agreement for Class A Preferred Stock Page2 of 2 Rev. 5/06
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WINONA RIVER & RAIL, IN C.
FERTILIZER HANDLING AND STORAGE AGREEMENT

AGREEMENT made a.nd entered into this 20* day of May, 2004, by and between Wmona River
and Rail, Inc. located at 1000 E Third St, Winona, MN 55987 (hereinafter “Terminal®), Ag Partners

Cooperative with a mailing address of PO Box 218, Goodhue, MN 55027, (hereinatter referred to as “Ag
Pnrtners”)

WBEREAS Terminal owns and operates a facility Iccatcd at 1000 E Third St., Winena, MN
55987 for the handling and long term storage of dry and liquid fertilizers (hereinafier “Product”) as
- specified on Exhibit A attached hereto and incorporated herein, and has the technical capability to
‘perform the services hereinafter set forth; and

WHEREAS, Ag Partners is in the business of markeﬁng the fértih'zer Product specified in
Exhibit A and desires to avail itself of long-term storage and handling for its Product,

NOW THEREAFTER, in consideration of the mutual covenants and undertaldngs comamed

herein, the parties hereto agrec as follows:
1. STORAGE TERM:

. o. Initial Term and Commencement Date, The initial term of this Agreement will be 2
period of five (5) years commencing July 1, 2004 and terminating June 30, 2009.

b. Renewnl Term. The parties understand that the Agreement will sutomatically renew

‘ tor one (1) additional five (5) year termi commencing at the conclusion of the initial term, unless either

party notifies the other of its intent not to renew, In the event either party elects not to renew the
Agreement for the additional five (5) year term, it shall provide written notice to the other party of such
ntent at least sixty (60) days prior to expiration of the initial term. Payments required during the inucial
term and renewal period hereunder shall be adjusted periodically as set forth hereinafter. All terms and
conditions of this Agreement shall remain in full force and effect during the renewal period.

o. Termination. Either party may termunate this Agx'eemeﬂt on-ten (-'10) days notice
should the other party fail to pay its debts as they come due, become insolvent, go into bankruptcy,

" voluntary or inveluntary, or be placed in the hands of a receiver., Also, either party may terminate this

Agreement upon thirty (30) days written notiee to the other party in the event of merger, acquisition or.
more than a five percent change in ownership of the other party. - Upon termination, Ag Parmers shall
remove remaining Product from Terminal’s storage within sixty (60) working days following the
effective termination date. Termination of this Agreement shall not affect the rights or obligations
theretofore accrued,

2. .  PAYMENTS:

8, Monthly Payments. As payment for services and storage space commitment. at
Terminal for the Product tonmage identified on Exhibit A, Ag Partners shall pay Ternunal during the
initial and repewal terms of this Agreement monthly payments, as adjusted periodically, in the amount set
forth on Exhibit A, such payments to made in advance of the first day of each month of the initial term
and any such renewal period,

3. PRODUCT HANDLING AND STORAGE:

8S



Consistent with the storage commitment levels set forth om Exhibit A, when and o5
requested by Ag Parters, Tenminal shall redeive, unload, store, and reload Product supplied by Ag
Parmers. Terminal shall furnish all equipment, persommel and facilities necessary to receive, unload, store

- and load-out Product furnished by Ag Partners, During the peak fertilizer season, andsubject to mutual
agreement these services will be handled on & case by case basis for Product which arrives by trucks and
railoars, original and certified bill of lading weights will be accepted by Terminal in order to establish
inventory; provided, however, that all shipment may be checked, over Terminal’s scales, and any
significant discrepancy will be immediately reported so that inventory responsibility can be established
promptly. Except as otherwise agreed, Terminal, in its sole discretion, will determine the appropriate
handling instructions for Ag Partmer’s Product. Unless agreed otherwise, Ag Partner’s Product will be
mixed or comuyningled with materials owned by other third parties. In its sole discretion, Terminal
reserves the right to refuse to accept Product which it reasonably believes is adulterated or otherwise
noncompliant with the Product description set forth on Exhibit A attached. Alternatively, should

Terminal accept noncompliant Produet, it reserves the right to independently test and analyze Product for
compliance hereunder. : . -

4.  HANDLING INSTRUCTIONS:

Ag Partners may furnish Terminal, and Terminal agrees to observe in the performance

of this Agreement, instructions which shall cover, but not necessarily be limited to, the following subject
matter;

2. Notioe to be given Terminal prior to deliveries and requests for shipment by
Ag Partners;

b. A list of names and addresses of persons authorized by A Partners to give shipping
orders and to receive invoices; ‘

¢. The use of forms dealing with inventory control, shipping and rece{ving reports,

5. REPORTS:

Within tent (10) days from the end of each month, Terminal will provide Ag Parmers
with 8 beginning mventory, a record of all shipments made and received, an ending inventory and, if
applicable, an invoice for monthly terminaling charges. "Out” shipments made each day shall be reparted
on forms to be provided by Ag Partners and mailed to Ag Partmers within 24 howrs of shipment, together
‘with appropriate coples of bills of lading or appropriate shipping documents. ‘

6. TITLE:

_ Title to all Product delivered by Ag Partners to Terminal shall remain at all times with
Ag Parmers. Terminal shall have no title lien or other interest of any kind whatsoever in or to the
Product, and agrees, for the purpose of evidencing Ag Partner's title, to join Ag Partner’s in executing one
or more financing staternents or lien waivers as Ag Partners may require in order that Ag Partners may
file such financing statements with proper state authorities or its creditors. The execution and filing of
such financing statements or lien waivers is to afford Ag Pariners protection against Terminal's creditors
and shall not indicate an intention to pass title to Ag Partner’s property. Ag Partners shall be responsible

for all ad valorem taxes on Product, end upon reasonsble motice, Ag Partners may take physical
possession of all or part of Product, ' :

7. RISK OF LOSS; SHRINKAGE:

The relationship of Ag Partmers to Terminal hereunder shall be that of Bailor and
Bailee, respectively. The bailment created by this Agreement shall require Terminal “Bailee™ to exercise

2
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reasonable care when dealing with Ag Parmer's Products in order to avoid loss, contamination or dilution.
Said Product shall be subject to an actual shrinkage allowance not to exceed three quarters of one percent
(0.75%) of the amount of the total {nbound Produst tonnage. Terminal shall promptly reimburse Ag
Parmers at the time of any audit as provided for herein the then effective Ag Partners wholesale published
price of the Product lost or damaged, ,

8, AUDIT:

‘ Ag Partners shall have the right to audit the records of Terminal with regard to its
Product and enter Terminal’s property in order to take a physical.inventory of its Product during the term
of this contract during normal business hours upon a 2d-hour notice.

-9 FORCE MAJEURE:

. Neither party to this Agreement will be liable for failure to perform or delay in
performance of any of its obligations hereunder (except any obligation to make payments hereunder)
when that failure is caused by an act of God or public enemty, quarantine, authority of law, governmental
requiremtent or restriction, strike, lockout, labor difficulty, injunction, riot, flood, fire, tomado, explosion,

accident, breakage of machinery or apparatus, inability to obtain fuel, power or raw materials or any other

cause beyond the reasonable control of the parties.
{0, INDEPENDENT CONTRACTOR:

In the performance of this Agreement, Terminal will not be under Ag Parmer’s
direction or contol as to the persons engaged by Terminal lo assist In said performance, or as to the
means and methods employed by Terminal in accomplishing said performance except as stated n the
-wntien procedures and. instructions provided for in Paragraph 4 above; Terminal's responsibility to Ag
Parmers being only for results in accordance with arrangements set forth herein. All employees, agents or
other representatives engaged by Terminal in connection with the performance of this Agreement will be
of Termmal's selection, for Terminal's own account and at Terminal's own expense. and the terms and
tenure and hours of their employment and their wages or salaries shall be under Terminal’s exclusive
control and direction at all times. Terminal shall be considered an Independent contractor for purposes of
this Agresment, : ~ :

1. INSURANCE:

Terminal shall procure and maintain such worker's compensation insurance covering
its employees as may be required by law or employer’s liability insurance in the amount of $300,000 per
accident and comprehensive general liability insurance with limits of not less than $2,000,000 for bedily
injury and property damage, with Ag Partners named as an additional insured on the CGL palicy.
Terminal shall further procure and maintain a certificate evidencing its ciuxrent policy of insurance
covering loss or damage to Product. Such insurance shall be maintained during the term of this
Agreement, and such certificate shall indicate that at least ten (10) days written notice shall be given Ag

" Partners prior to cancellation, Evidence of such insurances will be furnished upon request by Ag

Partmers. }
12, MEWICAHON:

Each party (the “Indenmitor™) shall indemnify, defend and hold harmless the other
(the “Indemnitee™) from and agrinst any and all claims, demands, actions, suits, causes of action,
damages and expenses (including, but not limited to, expenses of investigation, settlement, litigation and
attorney's fees insurred in commection therewith) arising out of or resulting from (i) the breach by the
Indemmitor of any representation or warranty made or given by the Indemnitor herein or any other term or’
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| Sigﬂ@ue:@/ﬁ ’}{J . ' Signature;’

condition therein to be performed by the Indemmitor, or (if) the negligence or ;wﬂ]ml misconduct of the
Indemmitor, its nominees, agents, employees, contractors, or representatives.)

13, COMPLIANCE WITH LAWS:

Each party shall, in the performance of work or services under this Agresment, fully
comply with all applicnble national, state and local laws, rules, regulations, and ordinances.

14.  ASSIGNMENT:

This Agreement shall not be assigned by either party without the written consent of

" the other party, which shall not be unreasonably withheld.

{S. MISCELLANEOUS:

This Agreement and the agreements referred to herein comprise the entire agreement
between the parties relating to the subject matter hereof and there are no agreements, understandings,
conditions, warranties or representations conceming the subject matter hereof which are not set forth or
referred to herein. This Agreement can be amended or modified only in writing signed by both parties,
which specifically states that it is an amendment of this Agreement. Headings are for reference only, and
do not affect the meaning of any paragraph. Any provision of this Agresment is prohibited or
unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such
prohibition or unenforceability without invalidating the remaining provisions hereof, and any such
prohibition or unenforceability in any jurisdiction shall not. invalidate or render unenforceable such
provision in any other jurisdiction. To the extent permitted by applicable law, the parnes hereby waive
any provision of law, which rerniders any provision hereof prohibited or unenforceable m any respect.
This Agreement shall be subordinate to any present or future mortgage of Terminal's interest in the real
estate applicable hereunder and this Agreement shall be governed in all respects, including, but not

limited to, interpretation and performance, by the laws of the State of Minnesota without giving effect to
the choice of laws rules thereof. ‘ :

IN WITNESS WHEREOF, the parties have executed this Agreerﬁent as of the day and year written.

WINONA RIVER & RAIL,LINC = - AG PARTNERS COOPERATIVE
“TERMINAL" - g “AG PARTNERS"

By: A‘Z.'g&h & K'LA\"\_ | » | By@/ Z é;@&]éﬁ_é ‘L—é

s
Title: K) V¢ P{'CS:(QOLCX" . Title:
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EXHIBIT A

1. PRODUCT: This Agresment covers the following Product(s):

A. Urea, 46-0-(_):

2. STORAGE SPACE COMITMENT BY PRODUCT:
A. Urea, 46-0-0: 9000 ton storage.

3. PAYMENT/COMPENSATION BY PRODUCT:
A. MONTHLY PAYMENTS:

1. Urea: Ag Partners to pay WRR §9843.75 per month. lease and handling, which is
based on 13,500 tons at §8.75/ton. ‘

This Exhibit A supersedes any prior executed Exhibit A’s and shall be attached to, and
incorporated in the Winona River & Rail, Inc. Fertilizer Handling and Storage Agreement dated.
May 20, 2004. All other terms and conditions shall remain in full force and effect.

Dated this 20" day of May, 2004 -

WINONA RIVER & RAIL, INC | AG PARTNERS COOPERATIVE

By: Jeffrev A, Kuhn

Title: Vice President ' Title:  —a_ f}’)rgj)

ngnamré—jﬂ 1&*—()% | ‘ - Signature: _
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' CREDIT

DEERE CREDIT, INC. LEASING PLAN
THE LEASE LISTED BELGOW HAS BEEN ACCEPTED.

PLe,
AG PARTNERS COOP -4¥srE

PO BOX 218
GOODHUE, MN 55027

CONTRACT DETAILS:

- e e W DWW -

001-0063346-002 CONTRACT NUMBER

411833687 - TAX ID OR SSN

21APRUO5 - LEASE BEGIN DATE
Z1NOvo8 .~ LEASE MATURITY DATE
0005=-000503 - DEALER NUMBER v

ANNUAL - PAYMENT FREQUENCY

21ST - PAYMENT DUE DAY
EQUIPMENT - SEE CONTRACT FOR DETAILS

EQUIPMENT LOCATION €2):
1ST AND BROADWAY.
GOODHUE, MN 55027

(2) USED FOR SALES, PROP. AND RENTAL TAX.

* FOR INQUIRIES PLEASE CALL 800-275-5322

% THANK YOU FOR DOING BUSINESS WITH DEERE CREDIT,

co ., MR . : : "
v 1 :ll :.“‘:0" 'l ) AN PR A
Wt . . .

.NATIUNAL SALES

RUN DATE
11MAYOD5

- CO-LESSEE OR CONTACT:

- S e S --»® -

SEE CONTRACT FOR DETAILS

INSURANCE:
.0.00 - NON-SENTRY INS.
. - INS. EFFECTIVE DATE
] - INS\

‘EXPIRATION DATE

'MAKE PAYMENTS TO:

JOHN DEERE CREDIT
P.0. Bax 4450

CAROL STREAM IL 60197-4450

'LEASE DEALER OR ORIGINATOR:

- NAT"L ACCTS
4401l BLAND ROAD '
SUITE 208

AA RALEIGH, NC = 27609

INC.
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- CREDIT

Master Lease Agreement

Agreement No.

006 33¢(,

AG PARTNERS COOP

Lessea: | ysT AND BROADWAY, , GOODHUE, MN 55027

Lessor: | DEERE CREDIT, INC,

6400 NW 86™ ST, PO BOX 6600, JOHNSTON, (A 50131-6600

“This Master Lease Agreement (“Maater Agreement") 1s emered inlo between Dasre Credit. In,, as Lessor ("ws”, “us” or "our’), and the legsea and any cc
lessas [dentifled below (“you” or ‘your"), “Schedule” shall mean-any Lease Schedule sijted b

Yy you. and‘us. which Ingorporates the lerms of (his Maste

Agreemenl. “Lease” shall mean this Mastsr Agreement and any Schedula.
TERMS AND CONDITIONS : ~

1. Lease Term; Payments. You agree ‘o lease from us lhe property
(“Equipmant’) described in each Schadule for the Lease Term: The Lease
Term will begin on e Lease Term Stan Dale and end on the Lease Term
End Date. All attachrents and accassorles itemized on the Schedule and
all replacernents, parts and repairs lo the Equipment shall form part of the
Equipment. A Schedula Is not accapted by us unlll wa sign.it. even If you
have made a paymant lo us. You agree to ramit 16 ys the Laase Payments
ndicaled 1n the Schedula and all other amounts whan due. and payable
each Bllling Perlod, even If wa do not sehd you a blll ¢r an Involce. YOUR

‘| PAYMENT OBLIGATIONS ARE ABSOLUTE AND UNGONDITIONAL,

AND ARE NOT SUBJECT TO CANGELLATION, REDUCTION OR
SETOFF FOR ANY REASON WHATSQEVER. For any payment which is
no! receivea by ils due dale, you agree lo pay a late charge equal to 4% of
Lhe past due amoun! (no! to exceed tha maximum amolint permitted by law)
as regsonable colleclion costs, plus inlsrast from the dus dale untl pald at
a3 rate of 1.5% per month, but i no event mera than Ihe maximum lawfui
rate. Restrictive andorsemenls on chacks you send us will not change or
reduce your abligations lo us. if a payment (s returned lo us by tha bank far
any reasen, you agree.lo pay us a lee of $25.00, or the maximum amount
permitted by law, whichever ig less Leasa Pgymenia and other paymants
may be appiled, 3t our discratlon, 1o any obligation you may hava 10 us of
any ol our sifiliates, |l the total of all payments made auring the Lease
Term {and any Renewal Term), exceeds tha total of all amounis due under
Ine Leage by less Ihan §25.00, we ma{ relaln such excess,

2. Seeurlty Qe . If Ine Schedule pruvidas lor @ Securily Deposit. the
Securily. Oeposit will be held by us In g non-intarest beanng -account,
comnmungled wilh other lunds. - We may apply the Securily Deposit to anr
amounts dus under \he Lease and, If we do =0, you agrea 1o promplly remil
lo us the amount neceszary 0 resiore the Sacurly Depaosit to the crigingl
asmounl. The Secunty Deposit will ba ralumed lo you within Ihirty days cf
lerml;\auon of 3 Scheduls and final inspaclion hy us, grovided you are aot
1 defaull

3. TYaxes. You agree o pay us when inveiced. all salas, use, renlal,

or lls use, You agree, a! our discrelion, to eithar {a) reimburse us annually
for all laxes and governmental charges assoclated wilh the ownership, use
or possession. of the Eguipment ingluding, bul not limiled lo, personal
preperty and advalorem laxes {("Proparly Taxes"), or (b) ramit to us aaeh
Bliilng Period our estimate of the pro-ralad equivalant of such Property
Taxes, !f the astimated Property Taxes paid by you are greater than cr less
than the Propsrty Taxes pald by us, no adjustment will be made. Taxes da
not Include those measuted by our net income. You agree lo pay us an
administrative fag for the processing of laxes, gasessments or fers which
may be due snd payzble under tha l.easa. If applicable law requirss ax
retums or reparts 1o de flad by yeu, you agree lo prompty fle such lax
ralyrns and reports and deliver coplas lo Us. You agree to Xeep and make
available to us glf tax retums and reports for taxes pald by you,

. Seeurity (ntarest: Missing Informatign. Wa are the owner of the
Equipment and you have lha Aght lo use IHe Equipment under the lerms of
Ine Lease. I 3 Schedule s deemad (o be a secured transaction and not a
leasa, you (a) grant us a securdly Interest in the Equipment (and all
proceeds) lo secure all of your gbligations undar the Lease and any other
chligations, which you may have, lo us or any of our affiliates, and (b)
aulhorize us to flle financing statements naming you as debtor. Upon
exercise of any Purchase Option Prica, we will release our gecurlly Interest
in the Equipment provided you have remitted the Purchiass Qption Price to
us and no evant of defaull has occurred and Is continuing. You agree to
keep the Equipment free .and clear of fiens and encumbrances, except
thase In our faver, and promptly natify ug if a lien or encumbrance is placad
or lhreatened against the Equipment, You lrevocably authoriza us, at any
Ume, to (a) insert or correet Informalion on the Schedulas, including your
correct legal name, serial numbers and Equipmant descriplions; (b) submi}
nolices and proafs af lass for any required Insurance; and (c) endarss your
name on remittances for insuranca and Equipment sale or lease procaeds.

. Eguiomeant Mai nee ratl Use, You agree o (a)
USE THE EQUIPMENT ONLY FOR AGRICULTURAL, BUSINESS OR
COMMERCIAL PURPOSES AND NOT FOR FERSONAL, FAMILY OR
HOUSEHOLD PURPOSES; (b) not move the Exquipmient to another county

Lot state without notifying us within 30 days: (c) operate and maintain the

gross recaipts and all ather laxes which may be imposed on the Equigment -

Equipment in accordance with all {1) taws. ordinances and regulations, {2
manuals and ather Inatruclons lssued by the manufacturar(s) and suppller(s
and (3) Insurance polley letms and requirements: (d) perform (at vour ow
expense) ali maintenance and repalrs necessary \o keep the Equipment in ar
good a cohdillon as when dalivared to you, reasaonable wear exceplsd: (e) no
install any accessory or device on (he Equipment which aHects the value
useful life or the ariginally Intandad funclion or use of the Equipment In any
way, uniess It can be removed without damaging the Equipment; (f} allow us
and our agentis) ta Inspect the Equipment and all of your records ralated lo lls
use, maintanance and repalr, al any reasonable Ume: (g) keep any maleting
device Instglled on the Equlemenl cennected and 1n good worklng candltien 3t
ah yumes; {h) affix and mainialn, 1n a prominent place on ihe Equipment. any
labels, plates or other markings we may provide lo you; and (i) not permit the
Equipment o ba Used by, or to be In the possessian ol, anyene olher than you
or your employeas, .

8. Insurance. You agree, at your cost, o (3] keeg the Equipment insured
against all risks of physical damaga for no less than lts Teaminallon Value (3s
such lerm Is defined (n Section 8 below), haming us (and our suceassars and
assigns) a9 sole loss payee: and (b) malntain public llablily nsurance,
covering persongl Injury and propernty damags lor not less than §1,000,000 per
occurrence, naming us {(and olr successors and assigns) as addiflonal
insured, All Insurance must be wilh companies and policies acceotable o us,
Your ocbligalion lo Insure Ihe Equipmen! continues unlif you retum the
Equipment o us and we accant it, Each Insurance polley must pravide that (A)
our Intgrest In the policy will not be invalidatea by any act, omission. braach or
neglezt of anyone other than us; and (8) he insurer will give us 3t least 30

* days prior written notica before any cancellatien of. ar malenal change lo, the

paiicy. -

Unless you provide us with evidence of the required insurance coverages.
we may purchasa Insuranea, al your expense, 10 prolect our interesls in the
Eaulpment. Thls insurance may ret (1) protect your Interesis: or {2) pay any
caim thal you make or any claim lhal is made against you in connection with
the Equipment, 'Yeu may laler ¢ancel any Insurance purchasad by us, bul only
aflar providing us with evidenck that you have oblained the insurance required
by the Lease. The cost of the insurance may be more inan the cost of
insurance you may be able to cblain on your own,

. s or Damage. Unlll the Equipmant is returned to us In salisfactory
condltien, you are responsible (or all risk of loss and damage, loss, thek,
desiruclion or selzure of the Equipment (an "Event of Loss™). You must
promptly nolity us of any Event of Loss. !f the Equipmen! can be repalred or
replaced, you agree la pramplly rapair or replace the Equipment, al your cost.
and the lerms of the Lease will conlinue to gpply. {I the Equipment cannot be

rapaired or replaced, you agres lo pay us, within 10 days of the Evenl of Loss. |

Its Tenmiinalion Value as of the day befare such Evant o Loss oecurred. Upon
receipl of the Tarminatien Value, we vAll transfer 1o you jor the ingwraice
company) all of our dght, tlle and Intarest in such itemn{s) af Equipment (each.
an ‘llem’) AS-lS, WHERE.IS, WITHOUT ANY WARRANTY AS 70
CONDITION OR VALUE. All insurance pracseds musl be paid directy (o us,
and wa may apply any excass Insurance proceeds 1o any olher amoun!s you
owe Vs or any 9f our afflilates,

8 Ea Inatlon. If you requaest, and we agree lo. a lemminalion of 2
Schadule befors the explralion of [ts Lease Term, you agree to (a) dellver the
Equipment to us at the Umse and place we choose; and (b) if the ne! proceeds
we recalva from any sale, leasa or other dlsposition of the Equipment (after
deducling ali of our costs and axpenses) Is less than the Terminaton Value,
remil lo us Lhe diffetence, The "Termination Value® of any ltem of Equipmant
shgll be the greater of Falr Market Value or Nel Beok Valus as of the date of
determination of any early termination, loss or default, “Fair Markst Value" ar
“FMV" Is (1) the value lhat would be gbtained In an amm's length sale of (hat
Item between an Informed and willing seller under no compylsion 1o self (but
with no deduclian tor shipping costs), and an informed and willlng buyer, as
astimated by us: plus (2) the estimalad cost to repalr and refurbish the llem so
that It Is In satisfactory condltion, as dascribed In Section 9. “Net Bock Value'
for any itam 1s the sum of {1) all Lease Paymenis and any other amounts then
due and payable !a us; plus {2) the prasent value of all remaining Lease

-Payments and olher amounts, discountad at the internal Rate of Retum or, il

diseeunt rata ls sat forth In the applicable Schedula, sueh discoun! rata (the
Dlacount Rate™; plus (3) the unamortizad amount of our indirect costs of
otiginating and administering the applicable Schadule; plus (4) the present

valua of the Purchase Optlan Price” (or, If there Is no Purchase Option Price,

DCI MLA.0OZ2005
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o ADDITIONAL TERMS AND CONDITIONS OF AGREEMENT

the residual value lhat we assumed In calcualing Lease Paymanis),
discounted 2t the Discount Rate. *Inlerrial Rate of Retum” shall be calculated
using standard finance {schniques with the Equipmant Cos\, Lease Payments,
Lease Term and Purchase Option Price (or rasidusl value assumptlan) as the

riablas. : .
‘s'.a‘ Return:of Equipment. If a Schedule Is terminated for any reasen end
you do nol \a) rewm iha Equiomant to us, (b) exercise any Purchase Oplian.
or (c) exerclse any Renewal Opllon, you agree to remit lo us, untll such lime
as the Equipment is raturned to us In accordance with the provisions of this
Sectlon, lease paymenis each month equal ta tha higher of {i) the menthly fair
marke! renlal value of the Equlpment. as delermined by us In our scle
diserelion, or (i) the monthly Lease Payment sel forth In |he Schedule (ar the
monthly lease payment equivalent If the Lease.Paymanls are olher than
monihly [e.g. for annugl Lease Pgyments, the monthly leass payment
equivalant would be caleulaled by dividing the annual Lease Payment by 12)).
All Equipment must be returned o {he place designated by us, al your
‘expanse and In satisfactory condilion; along with all yse, mantenance and
reparr racords. . Egqulpment is in sallsfactoq candllon If Il is 1n 8s geod a
condibion as when lhe Equipment was delivered ta you, reasonable wear
excepled, and conforms 10 the slandards of any Equipment Return Provisicns
incorpcraled Into the Lease.
7. Refsult. You will be in dafault If: {a) you fali to remil 18 us any Leass
Paymant or ¢ther payment when dua: (b) you braach any other provision of
the Lease and such defaull continyes lor 10 days: {c) you remove any
Equipment from the United States: (d) a palition is filed by or against yau or
any guargntor under any banhrupicy or Insolvency law; (e) a default occurs
under any olher agresmernt belwaen you (ar any ¢f your affillates) and us (or
any of our affillates); (1 you or any gusrantor merges with or cansolidates Inlo
another enlty, salls substanlslly ali lls asseld, dissolves or lemminatas Iis
gaistence, or (if an individual) dlas: or (g) you fall lo maintain the Insurance
required by Section 6. Time ls of the essence under the Lease. .
8. Remedlas, If 3 default occurs, we may do ohe or more of the following:
{3) require you lo relurn the Equipment in the manner outlingd In Section 9, or
take possession af tha Equipment: (b) recover from you, AS LIQUIDATED
DAMAGES FOR LOSS OF BARGAIN AND NOT AS A PENALTY () If he
Equioment 1s so relurned. the sum of (1) all Lease Payments and sny other
amounts then dus snd payable to us; plus (2) lhe present value of all
remaining Lease Paymenls and olher amounts, discounied at he Dlscount
Rala: plus {3) the unamortized amaun! of our Indirect costs of erginating and
admurisienng he applicable Schedule (tha “Defaull Amount™), or (I} if the
Equipment 1s nol so returned, the Torminallon Value as of Ine date of such
detaull; e) lease or sall the Equiomenl or any portion theres! al a publie or
private sale and apply \he nel procoeds we receive Irom any sale, lease or
othar gispesilon of he Equipment {aler deductng alf o our costs and
expenses) 1o the Defaull Amount, with you remaining liabie for any deflciancy;
{Q) geclare any other agrasments betwesn you and us (or any of our affilates)
in default; {e} terminale any of your rights (Ut none af yaur obligalions) under
any Lease and any other agreemsnt between you and us (9r any of our
affiliates), () charga you lor the expensas Incurred In connection with the
_enlorcemeant of our remedles including, without imltation, rapassession, regalr
and colleclion cosls, attorneys' fees ahd court easts: (g) exarcise any othar
remedy avallable at law ¢r in eqully; and (h) lake on your behalf (at your
expense) any action requirad by the Lease which you fall la take, Thesa
remedies are cumuylalve. gre in addition lo any ¢ther remadies provided by
lzw, and may be exercised conturrently or sapardiely. Any faliure or delay by
us lo exarcise any right shail not operate as a waiver of any ather right or
futre right, :
8. Asslgnmant. You will nat assign, pladge or otherwise transler any of
your rights or interesls In {he Leasa or any Equipment without aur priar written
consenl. Any assignment without our consent will be veld, The Lagse shall
be binding upon any successor or permuitad assignee. We may assign the
Lezse or.our interest in the Equipment at any Ume without riotice to you and
_without your consent. - We may provide Informalion gboul you to any
prospective assignee or padiclpant. You agras not lo assert against our
assignee any aalms, offsets or defenses which you may have against us.
10. Indemnity. You are responsible for all lgzses, damage, clalms,
infringement “clalms. injuries ta or the death of an indlvidual. snd altorneys'

fees and cosls (‘Clalme"), Incurred or assarted by any persan. in an
manner relaled (o the Equipment or the leasa theraof, lacluding te use
condiien or passessalon, You agrea {o defend and indemnify us, and hol.
us harmiess, agalnet all Claimns; althaugh we reserve e right to cantrol the
defenss and lo selact or apdrova defense counsel, Yqu will promptly notlf
us of all Clalms made. Your llability under this Section is nat limited to U
amounts of insurance required undar the Lease. This indemnity continye:
‘byond the lermination of a Schedule, for acts or omissions, which occurrec
gynng the Lease Tarm,

- 11. Representatlons and Warrantles. You represent and warrant lo u
as of the date of this Masler Agrsement and of each Schedyls, anst

cavenant lo us so long s tha Leass is In effect, that: (a) vou will not change
your name without giving Us dl least 30 days’ prior written notice; (b) eact
document you sign and daliver lo us Is duly ‘authorized, executed anc
delivered by you. and is your valid, legal and binding agreement
enforcaable In accordance with its lemms: (¢) exscution. delivary anc
performance. by you of any Lease does not and will net (1) viclate any
applicable law; (2) breach any order of court or other governmental agency
or of any undertaking you are a party to or by whieh you or any of your
properliea ara bound; (d) you will comply with zll applicable laws.
ardinancas and regulatlons: (e) all informalion you have given to us is true,
aceurale and complete; and (f) since the date of the most recant finsncia!
Informaltion 'glven to us, no materlal adverse change In your business.
agsely, or ptospacts has occureed. Yau will promptly deliver to ug such
fAnancial stalements, reports and cther Information as we may raquest,

Unlags you are an Indlvidual, you also represent and warrant to us that;
(a) you are and will remain duly organized. validly existing and in geea
standing under the laws of yaur Jurlsdlction of organization; (b) you are
qualified to do business under the laws of all othes |urisdictions where
qualification Is requlred or advisable; (c) you will nol change your
jurisdlclion of arganization or arganizaticn type without at least 30 days'
pricr written nollca to us; and (d) the execulion, delivery and performance
by you of the Lease will not breach any provision of your organizatanal
documents, .

. Goverpin w:_Jurlsdiction; Venue, EACH LEASE WILL BE
GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH THE
LAWS QF IQWA, WHERE THIS MASTER AGREEMENT !S ACCEPTED
AND ENTERED INTO, excep! for its conflict of laws provisions. You
lerevocably submut (o the nen-exclusiva Jurlsdictdon and venve of faderal and
slale cours localed In Des Molngs, lowa and will not ¢laim 1t i5s an
in¢onvenient forum lor lagal acion, YOU AND WE IRREVOCABLY
WAIVE ANY RIGHT YOU AND WE MAY HAVE TO A JURY TRIAL. ,
13. Miscellaneoys. WE HAVE NOT MADE, AND DO NOT MAKE, ANY

- REPRESENTATION OR WARRANTY, EXPRESS OR IMFLIED, AS TD

THE EQUIPMENT'S MERCHANTABILITY, FITNESS FOR A
PARTICULAR PURPOSE, SUITABILITY, OR OTHERWISE, WE ARE
NOT LIAELE FOR CONSEQUENTIAL OR SPEClAL DAMAGES. You
acknowlagge that na sugplier ar dealer of the Equipment 13 an agent of
ours, or authorized ta act for ar hind us, You agree not to withhold any
amount you awe Us If you baelleve you have a claim. ggainst us, or any
Equipmant suppllar(s) or manifacturer(s), but 1o pursue thal claim
independently, Any claim you have agalngt us must be made within two
geam aftar tne even! that caused It. All notcas must be In writing.and will
e deamed glven 5 ddys aftar malling o the inlended recpient at ils
address Indicated above. unlesa changed by a nolice given in accordante
with lhls Sectlon. Each Lmsase supersedes and replaces all prior
understandinga and communicalions {oral or written) concaming the subject
matter thereof, No part of any Lease can be amended, waived or
laminated excapt by a wriling signed by both you and us, Anv pan of this
Master Agreement may be signed In separate counlerparts thal logelher,
will canstituta one document. If a court finds any part of this Mastar
Agreement lo be Invalid or unenfarceable, the remalnder of lhis Masler
Agreament will remaln In.effsct. You psmil us to menilor and reesrd
talephone cortvarsalions betwean you and us. All of our rights under each
{ease shall remain In affect aftar e explrallon of the Logse Term or
lermination of tha Schedute.

AG PARTNERS COOP
1ST AND BRGADWAY

Dale: _mp . l=cia 411833887

Fed. Tax ID/So, Sec. #

THE TERMS OF THIS MASTER AGREEMENT SHOULR BE READ CAREFULLY BEFQRE SIGNING BECAUSE ONLY THESE WRITTEN TERMS ARE
‘ENFORCEABLE NQ OTHER TERMS OR ORAL PROMISES MAY BE LEGALLY ENFORGED. -BY-SIGNING THIS MASTER AGREEMENT, YOU AGREE
TO.THE TERMS ON BOTH APGES 1 AND 2. THIS. MASTER'AGREEMENT IS THE COMPLETE AND EXCLUSIVE STATEMENT OF THE AGREEMENT
BETWEEN YOU AND US, EXCEPT AS WE MAY LATER AGREE.IN WRITING TR MADIRY.TL - . C

DEERE CREDIT, INC.
3 6400 Nw 86" 8T, PO 80X 6600
STON, 1A 50131-5600

By, Wil

Thie: /XLM M K Date: 5'/11{05"

DCI MLa ov2008
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JOHN DEERE |

Lease Schedule

Lnasé Schacdula Ne..

00— 00L33% -00.

CREDIT

) Master Lease Agresment No. OO0 534_(:
Lezsag: AG PARTNERS COOP
{Name & Address) 1$T AND BROADWAY, GOODHUE, MN 55027
Lossor DEERE CREDIT, INC.

5400 NW 86™ ST, PO BOX 6600, JONNSTON, 1A 50131-8600

Lease Tean Start | Leass TermEnd | . : . [+ Tatal Lease: Purchase.Option
Date Date ., # Of Payments Leass Payment Sales/Use T‘ax' , Paymant Price
04/21/2005 11/21/2008 4 | §22,041.24 S §22,041.24 584868.35
RENEWAL TERM N N . ]
Ranewal Term Renewal Tarm . Renewal Laase .. | TetalRenswal | Purchase Opucn
Start Data End Dals # Of Payments Payment Amaunt | SalesUseTax |\ oo oovment Price l
0 1 3 P A [] ]
Due Date 1% Payment Due Discourt Rate Advancy Laess Poyment ~$0.00
21 10/21/2005 Inlemal Rste of Relum minus 2 pércénl {2%) Dogumsntation Fee 50.00
Bllling Period [rragular Paymants Sacurity Deposit 50.00
QO Monthly [ . : .
d Quarterly Tatal Qus At Signing : §
= i:::,';?”"”al **Advance Leasa Payment ncludes the frst (1) and last (0)
=L Lease Paymenl(s)
.8 Irreguiar

Lease Pavments. You agree lo remlt the Lease Paymenls (and
applicable salsg, yse and propenty laxes) on the dates notad above and
all olher amounis when dug {o: DEERE CREDIT, INC., P.Q. Box 4450,
Carol Stream, Il 601874450,

Hourly Charges. Yeou centify that the hour meler raading on sach llem of
Equipment is accurate as af (he date you algn thls Schedule. it you uss
any Equipment dunng the Lease Torm lor mare ihan lhe Hourdy Limit
ndieated abovs for that llem, you will pay to us within 10 days of tha
Leasa Tenn End Date (or any earlier termination of the Leass) an amount
aqual lo the Excess Hour Charge for that |lemt for each hour In excess of
the Hourly Lintit. If Ina Lease is lerminaled, cancelled or extended for any
raason, the Hourly Limit will be prorated by ug In our sale discretion..
Purchase Optlon, You may purchase the Equipment on the Lease Tarm
End Data (or the Renewal Term End Dats) for the applicable Purchase
Opllen Prics (plus applicable Taxes Including estimated propetty taxss),
provided (1) you ara not In default; (Z) wa recelve written nolice of your
intent to purchasze the Equipmen! at laas! 80 days before the Lagse Tem
End Dale (cr the Renewal Term End Date); and (3) we receive the
Purchase Opllon Price and any olher amounls you ows us on or before
the Lease Term End Date (or the Rentewal Term End Date). Upon recelpt
of the Purchase Option Price, we will transfer to you all of eur Aght, e
and intersst In such Itam(s) of Equipment AS-S, WHERE-IS, WITHOUT
ANY WARRANTY AS TO CONDITION OR VALUE.

Renewa| Term. IF A RENEWAL TERM IS PROVIDED FOR ABOVE,
THE LEASE TERM. SHALL RENEW AUTOMATICALLY FOR THE
RENEWAL TERM UNLESS (1) YOU NOTIFY US AT LEAST SIXTY (&0)
DAYS BEFORE THE LEASE TERM END DATE THAT YOU DO NOT
INTEND TO RENEW THE LEASE AND YOU RETURN ALL OF THE
EQUIPMENT ON OR BEFORE THE LEASE TERM END DATE, QR (2)

| YOU EXERCISE THE FURCHASE OPTION. You agras to remit ta us

DCI LS OL (NI STDT) 11/2004

‘Master Agraament” shall mean the above raferenced Master Leaza Agreement. “Schedule” shall mean thls Lease Schadule, "Lease” shall msan this
. Sehedule and the Master Agreemenl. All o} the larms and conditiens sat forth In the Master Agraemenlt and any amendment, addendum, scheduls or
attachment thereto of hereta including, but nat limiled lo, the Maintenancs Addendum ara hereby incorporaled Into and made a part of this Schedule,

.conferred upon a lessee under Arlicla 2A of the Unlform Cammerclal Code,

Page 1ot

the Renewal Lease Paymenls indicaled abova (plus appilcabie 13xes and other
amounis) when due and payabla sach Billlng Pericd, aven if wa do not send
you a blll or an Invalea.

Rapr. tations snd Warranties. You represen| and warrant o us, as o! the
dale you signed ihia Schedule, that (1) the Equipment was selected by you; {2)
the Equipment (indudlng all manufacturer manuals and Instructions) hes been
deilvered to, and examined by, yau: (3) the safe operation ang the proper
servicing of the Eduipmant were axplained lo you; {4) you recgived the written
warranty applicable 1o the Equipment and understand that your righis under the
written warranty may be limited; (5).the Equipment ls uncondiienally and
drrevocably acecepted by you as balng suilable for its intended use; (8) the
Equipment Iz In geed condition and rapalr (oparaling and otherwse); {7) the
Equipment shall be Used conly for the purpose indicaled herain: (8) except as
disclosed Lo us, neithar you nor dny person related to you has an equity Interest in
the Equipment on the Lease Term Start Date; and (9) all Information provided to
us by you is trus and corract. ‘

You acknowledge and zgrae that (1) we did not select, manufacture or
supply any of the Equipment (2) we acquired the Equipment at your direction:
(3) you selectad the supplier of tha Equipment; (4) you ara entiled to all
manufacturer warranlties ("Warrahty Rights™) and wa assign all Warranty Righls
to you, 0 the axtant assignable; (5) you may request an accurate and campleta
statament of the Warranty Righls, Including any disclaimers and limitations,
directly from the manufaclurer; and (8) you assign o us all your rights (oul nona
of your obligalions) under all purchass orders, purchase agreaments or similar
docuiments relaling to-the Equipment. You waive all dghts and remedies

Leass Paymeris may be bazed on tha assumption that we will be entitted to
certain tax benefits as-the owner of tha Equipment. If you taka or fail lo take
any action lhal resulis In-a loss of such tax benefils, you will pay us, on
demand, the amount we calculate as the value of such lost lax benefits.

App 83703
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Lease Schedule — Equipment List

I NATIONAL SALES - NAT'L ACCTS

By:

Dale:v !,r ﬁ ol

AG PARTNERS COOP

GOODHUE,

MANAGER

18T AND BROADWAY

BECK, GENERAL

4118334887

Fad Tax ID/Soc Sec#

Suppliar
iName & astressy | 4401 BLAND ROAD, AA RALEIGH, NC 278096203
EQUIPMENT INFORMATION
. A BN B DAY A A
vear | Make | Madel Ecwlpnim Description Sarlal Number | ;::‘: .'E' Em : :'. Z{E?;E Payment " Optlon
. ' e .
Jo 4720 | JOWN DEERE 4720 SPRAYER NOA720X002488 0 S00/YR $75.00IHR_ s $54,868.35
' s s $
- 3 $
3 s 5
s 5 $
[ 5 5 s
i 5 s s
B 5 5 s
! s 5 s
| s s s
| s 5 s
I | s 5 s
i B 5 s $
? s s s
5 § $
s 5 5
5 3 E
$ s [
| s s | s
' | s | s | s
Equipment | 1ST AND BROADWAY, GGODHUE, MN, 55027 OUTSIDE clty limits: & I GOODHUE COUNTY
. A
BY SIGNING THIS SCHEDULE, YOU AGREE TO ALL OF THE TERMS AND CONDITIONS OF THIS.SGHEDULE AND THE MASTER AGREEMENT.

' DEERE GREDIT, INC.
o3 6400 NW B8™ ST, PO BOX 6600

%:STON. |A 50131-6600
By: ' ¢

oy

Date; ‘j-////o 'S—'

OCI ML3S OL (NI STDT) 11/2004

——

~Page2ot2
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Renter's Copy

SEASONAL RENTAL AGREEMENT # L1-05-02

This Agreement dated this 9th day of Decentber 2004 between Lenco Leasing, In¢. of Hitchinsox,

N‘%N, Hereinafter called Lenco Leasing, Iuc, end Ag Partners Coop of Goodlue Mo Hereinafrer called
"Renter.

Lenco Leasing, Inc. agrees to rent w Reater the following equipment
EQUIEMENT _ SERIAL NUMBER
Quantity (1). Onme 2005 Case/ Tyler SPX 3185 Sélf Propelled Sprayer JFG0006904

Renter agrees to pay Lenco Leasing, Inc. the renml payments set out in Exhibit “A", including the
deposit on the refitd] payment which shall be paid upon delivery of the unit(s) to Renter, Said deposit shall
be applied o the rent for the full term of this Agraement ; which shall begin upon delivery om Decernber
Sth, 2004 and termrinate on November 1, 2007. Reater has the following options upon tergmination of this
Renwal Agreement. '

1. Rerumn the equipment :
2. Purchase the squipment for the amount swted in Paragraph 6 of Exhibit “A"

INSPECTTON AND ACCEPTANCE. Upon delivery, Renter shall make all gecessary inspestions to
determine whether the equipment is in good condition and repair and conforms to specificadons. Unless
Lessor recejves written notice of defects, nonconformanee, or rejection within five (3) days of delivery, it
shall be conclusively presumed thar the equipment was in good repair and mert the specifications of this
Agreement at the tmle of delivery. ' o

OWNERSHIP. Ownership of the equipment shall ar all (imes remain the Lessor, unless transferred to
Renter by sale. Renter shall have only the righe to the possussion of the equipment under the terms and
conditions of this Agreement

MAINTENANCE. REPAIRS AND ALTERATIONS. Renter will keep and maintain equipment in
good working order and shall pay all expenses of maintenance and repair including labor, marerials, parts
and aceessories. Any parts and accessorics installed shall become the solx property of the Lessor. Renter
shall not, ‘withour priar consent of Lessor make any alterations, modifications, additions, subwactions or
improvements to the equipment. but if so authorized by Lessor. any such alterngons. modifications,
additions. subtractons or lmprovements shall become property of Lessor and shal] be deemed to be a part
of the equipment.

- LOSS AND DAMAGE, Renter hereby assumes and shall bear the entire risk of Joss and damage to thi

equipment fom amy cause. No loss or damage to the equipment or agy part theréof shall impair any
obligation of Renter under this Azreement which shall continue in full foree and effect, including but nov
limited to the obligation to rmake the rent payment.

OPERATION. _ Lessee shall permit the equipment to be operated only by competent and qualified
persons, ' »

REGISTRATION AND UCC FILING. Renter shall provide for reglswration and licensing of equipment
when required. Where registration is required, said registration shall indicate that Lessor is a lien holder or

has an o woership imterest in the equipment, Renter shall pay ail regiswation fess, taxes and other fees
relating to the possession and use of the equipment. Reater shall permit the equipment to be operated only
by competent and qualified persons. :

ASSIGNMENT. Renter shall niot assign this Agrecment or any equipment subject to this Agreement, nor
agy interest in this Apresment or the equipment, without the prior written consent of Lessor. Reater shail
not sublet the equipment, nor any part thereof, without the prior written consent of Lessar.

ADDITIONAL TERMS. The parties acknowledgs aud agree that the additional terms conmined on Page
2 (reverse) apply to the Seasonal Rental Agreement. :

it




o EXHIBIT “A” TO SEASONAL RENTAL AGREEMENT LL-05-02

RENTAL PROGRAM

The following renta] payment terms apply to the Seasonal Reztal Agreement of the parﬁcs dated
December 9, 2004,

I, Deposit due Decamber 9, 2004 i the amount of $21,750. 00 to be applied to the seasonal remal
period from December 9, 2004 to March 1, 2006. _

2. Deposit due March 1, 2006 in the amouut of $21,750.00 to be applied to the seasonal renral
penod from March 1, 2006 10 March 1, 2007.

3. Deposit due March 1, ..007 in the amount of $21,750.00 to be applied ko the seasonal rental
periad fram March 1. 2006 to November {, 2007

4. Mmunum of 550 hours or 521 ,750.00 for each yeur of the rental. After the minimum hours,

additional iours shall be at the rate of $75.00 per hours.

5. The beginning hour meter reading s 4 hours,

6. Upon termination of the Rental Agreement, Renter shall have the optiohs set forth 1n the.
agreement, Renter may purchnse the equipment for $7S.179.00.

7. Renter agrees that the haur meter on the equipment shall not be adjusted, re-set, disconnected.
tampered with in any way, IFthe meter is tampered with, Renter agrees that the Renter may’
Assume that the equipment was used 8 hours per day for 7 days per week during the full period

Of time covered by the rental agreement. Renter aurees to pay the hourly rate rental payment for
Such assumed use.

.Ag PormersCoo Lenco Leasing, Inc:

By= 4 | _ Roger A, Mumm i // &““"‘

e
Its:

{ts: Controller.
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Quote N¢SPX3185

AG Partners Coop

a: Rental/Purchasa Program: ,
three (3) year program, with 550 hours of use per year,

Year (1) $21,750.00 due upon dallvery

Year (2) $ 21,750.00 due Mar 1sat of 2008
Yaar 80, e Mar 1at of 2007

$21,750.00

each year

This rental period will end Nov. 1st, 2007

at which time the sprayer can be purchase for $78,779.00 or retum

to Lenco/Hutchinson

Any hr's ovar the §50 par year will be bill at $75.00 per hour with 80% of
that total back to purchase price.

- A $500.00 Mam!enancdbamége depgsit (ope time) made with each
grazer rental Thls dggosll‘ wﬂl be fulgz refunded E the unlr comes back in

nd ﬁlmg fue uf§130 oo glaaso see amchmen 4 '
Dealer set-Up - $350.00

Frelght $750.00
Damage deposit $200.00
Fillng fee -8130.00

Renter shall be rasponsibla for:

a. Freight {units are FOB Hutchinson, MN) Upon compleﬂon of rental
peried, renter will retum equipment to Lenea/Hutehinsan.

b. Sales Tax on rentals or sales tax will be paid at time of licensing.

c. Licenses, fees, permits, or personal property taxes required by vatious
states,

d. Renter assumes and shall bear the entire risk of losg or damage to
this equipment from any and every cause,

e, Damage or loss to the machine does not forgive the renter of any
rents due Lenco,

f. Renter must carry all risk coverage on the rented equipment for the
value of equipment, and $ 500,000 of general labllity naming
Lanca and its assigns as lass payee.

Page (2)

| Accepted by
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LENCO LEASING, INC, - Equipment Schedule
1180 State Hwy. 7 East, Hutchinson, MN 55350 : (TRAC)
;\ng mq: w(;;gp Equipment Sahedulc Number Ono Dated April 9, 2004

P.O. Box 218 '

Supplement 1o Master Leass LL-Q4-05 Dated April 9, 2004
Goodhue Mn, 55027

This Equipment Schedule Is entered inta puezuant to the Master Lease {dentifed abava besween Lessor and Lasses

:nd d?mlby L;:zr :n':‘d L?alee of thl;s LEqqum; Schudug’e. and }.&:c 9 execytion and delivery to Lessar of 1n ucceptance certificate for the Equipment
escribed below, Lessor hereby leases fo Lesser, and Lessee ereby leases fam Lessor, the Equipmiont upon the krens and tl

Schedule and the Master Lease. All teymis and conditions of the Master Lenss are ingo ’ g b e el o s Eaupment

marated berein by reference and shall rermin in full force and cffect
execpt to the extent modificd by tis Equipment Scheduls, This Equipment Seheduls mnd te Master Lease as {t refales o this Equipment Schedule are
hereinafler reterred to ag e “Lazse.”

(the “Mngter Lease™). Upan the execution

Equipment Description: Case Tyler Titan 4300 Chaasls  Scrial ¥ JFGB004384

Caae Tyler Flex Alr Applicator  Serful # JFGO004186

‘Equlpmmt Lacatlon: Lake Clty Mn.
Summary of Payment Terms:
Initial Termm in Months: 1% Tota} Cost i 5128, 72000
Rental Payment Perfod: Annusl Total Basic Remt :5190,000,00
Basie Rental Payment $30,000.00 Interim Rent Daily Rate: xazeXX
. (plus opplicable sales & use 1ax)
Number of Installments: 5 CutofT Date: =X
Advange Payments: $40,000.00 : Seaurity Deposit: X%
Due on signing this Lease ‘ '

Rent Commencement Date: April 9, 2004
Additiona) Provisions:

Terming! Rental Ad]ustmmr Clause (TRAC): In secordance with Seetion 770{(h) of the Internal Revenue Code of { 986, under penalty of perjury, Lassee
hereby cemifles that it intends that mare than S0% af the use of he Equipment is ta by in'a trade or business of Lessoe, Lessar and Lasseo hereby agree that at

" 1he expiration of the inital term of the Leoss agcording ta it original lerma (and not 2arly on account of dofault of otherwise) the Equipment will be sold hy the
Lessor (or by un ogent of Lessor). The proceeds ofsnlc (the “Proceeds") shall be distbuted a fallows:

1, First 10 reimburse Leaser or its agent for the cost of putting the Equipmentin a cmdidon to be sold, 2ales contmissions, Jegal feey, expenses of
repossession and off other experises of sale,
Sceottd. the balance ta Lessar up to an amount equal to 20% of the ariginal cost of the Equipment.

Third, the balance, If any, to Lesses 31 an adjusmient to rent previously nsid by Lessee to Lessor pursuant 1a the Lease.

2
kR

Tn the cvent the Procecds are less than the sum of Item | plus item 2 above, the Lasses shall pay 1o thu Lessar the dafielency as sdditional rent pursuant (o
the Lanye but it amy event not more tian 20% of the origlml cost of the Equipmenc,

Any amotm paid to or by the Lesseo pursuant to this provisian shail be the “Terminal Renial Adjustment”

Ta be consisient with the Terminal Renlal Adfustment, Lzssor dnd Lessen hereby umend paragraphs e 15 of the Leage (relating to casualty and
dofault) by anending the figure “10%™ where it appears therein 10 *20%.

In 2ddition, tho second parngraph of paragraph 2 of the Legze relating to automatic extension v hcmby delsted,

Lessco acknowledges that it has been adviscd thot it will not bs trested as the owner of the Bquipment for federa! Income tax purpases.

Tenco Leasing, e, Br. Tl
: I A L e
Lessce: Ag Partners Coap

%/; %;éézf&hmmm:ﬁ& g
( - |
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Ag Partners Coap*”
I*' and Broadway

LENCO LEASING, INC. -
1180 State Hwy. 7 East Hutchinson, MN 55350

MASTER LEASE

Master Lease # LL-04-05 dated April 9, 2004

P.O. Box 218 ;
Goodhue Mn. 55027

1.

LEASE. Lessor hereby leases to Lessee, and Lessoe hereby leases from Lessor, the personal property deseribed in an Equipment
Schedule or Equipment Schedules to this Master Loase signed by Lessor and Lesses from time ta time upon the terms and conditions set
forth herein and In the related Equipment Schedule (such property togetier with all replacements, repairs, and additions incarparated
therein or affixed therelo bring referred to herein as the “Equipment"). Bach Equipment Schedule shall be considered a separate lease
pursuant to the terms of this Master Lease. The tenm “this lease” es used herein shall mean an Equipment Schedule incorporating therein
the terms and conditions set forth in this Master Lease,
TERM. The term of this l=ase with respect to each item of Equipment shafl bagin,on the date it is accepted by Lessee and shall continue
for the number of consecutive months from the Rent Commencement Date shown In tite related Equipment Schedule (the “Initial Term™)
unless earlier terminated {3 provided hereln or unless extended sutomatically a¢ provided below in this paragraph. The Rent
Commencement Date is the first day of the month if ol the items i Equipment described in the gpplicable Equipment Schedule have
been delfvered and aceepted by the Lessce on the 1%, [fthe Equipment iz delivered and accopted on the 2% through the {5% day of the
month, the Rent Commencement Date s the 15™ day of the month and If delivered and accepted ont the 16™ day through the end of the
month, the Rent Conmencement Date is the 1* day of the following month. In the event Lessee exocutes the Equipment Schedule prior
to delivery and acceptance of all items of Equipment described therein, Lessee agrees that the Rent Commencement Date may be left
blank and hereby authorized Lessor to insert the Rent Commencement Date based upon the date appesring o the dellvery and
neceptance certificate signed by Lesses with respect to the inst item of Equipment to be delfvered.
RENT. Lessee shall pay as basic rent for the Initial Term of this lease the amount shown on the related Equipment Schedule as Toral
Basic Rent. Tho Total Baste Rent shall be payable In installments cach in the amount of the Basic Rentaf Payment set forsh in the related
Equipment Schedule. Installments shall be payable in edvance commencing on the Rent Commencement Date and on the first day of
each subsequent Rental Payment Period shown in the related Equipment Schedule, Lesses shall pay advance instliments and any
seeurity deposit, each as showrt In the related Equipment Schedule, ofi the dato it is executed by Lesses, [fthe final cost of the
Equipment (before application of any subsidies or like amounis) is more or less than the Total Cost shown in the Equipnient Schedule,
the amount of each jnstaliment of rent will be adjusted up or down 1o provide the same yicld to Lessor as would have been obrined if
the actual cost had been the same as the Total Cost  Adjustments of 10% or less may be made by written notico fram Lessor to Lessee.
Adjustments of more than 0% shall be made by execution of an amendment to the Equipment Schedule reflecting the change in Total
Cost and rent, :
In addition to basic rent payable from the Rent Cormmencement Date, Lesses agrees ta pay interim rent with respece ta each separate
item of Equipment covered by a particular Equipntent Schedule from the date It is delivered and accepted to the Rent Cotnmencement
Date at a daily rate equal to the percentage of Lessor's coat of such item specified in such Bquipment Schedule. Interim rent accruing
each calendar month shall be payable by the 10" day of the following month and in amy event on the Rent Commencement Date. Lessee
agrees that if all of the items of Equipment covered by such Equipment Schedule have not been delivered and accepted thereunder beforc
the date specified as the Cutoff Date in such Equipment Schedule, Lessce shall purehase from Lessor the itemns of Equipment then
subject to the lease within five days after Lessor’s request to do so for o price equal to Lessor's cost of such itemns plus all acerued but
unpaid interim rent thereon, Lessee shall also pay any applicable sales and use tax on such sale. <
LATE CHARGES AND SECURITY DBPOSIT. Time is of the essonce. 1f any instaliment of interim rent or basic rent or any other
arnount payable by Lessee hereimder is not paid when dus, Lessor may {mposs a {ate charge of up to 5% of the amount of the
insmallment, but in no event more than permitted by applicabile law. Payments received shall be applied frst to delinquent rentnl
installments and then to current instaliments, Lessor may apply any security deposit toward nny obligation of Lessee under this jease,
and shal] return any unapplied balanee to Lesses without interest upon satisfaction of Lessce’s abligations hereunder, :

THIS AGREEMENT INCLUDES THE TERMS ON PAGES 1 THROUGH 4

Lessor: Lenco Leasiug, Inc Byt " Title Controller
e B Vot S B

Lessee: Ag Partoers Coop Byé é Z‘; é : z ki’rlnt Nuge Gi Title i: /?
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Account No.: 100 Contract Date:

Delayed Price Purchase Contract

AG PARTNERS COOP
BOX 218

GOODHUE, MN 55027
Phone: 651 923-4496

Purchase Contrad% g 346

oo

/05706

GOODHUE CASH SALES
MN

’

We hereby confirm purchase from you this date:
Quantity/Commodity: = 1.00 of 2YC

Delayed Price

Delivery Pericd: From 1/01/06 to 1/31/06
Comment : SAMPLE CONTRACT

Delayed Pricing contract. Market scale of discounts at time of
delivery. Title of grain shall pass to buyer at time of delivery.

The purchase price of the grain is agreed to be Buyer's bid price,
less charges, at the time Seller gives notice to Buyer to set the
price. In the event Seller gives such notice after the trading hours
of the Chicago Board of Trade, Buyer reserves the rlght to defer
setting a bid prlce until the next market trading session.

This contract expires.October 15, 2005.

Seller shall pay Buyer a minimum service charge of 20.0¢ per bushel
through 60 days from delivery. - . ’ :
Seller shall pay buyer a service charge of 2.,0¢ per bushel per month
or fraction thereof from the date of delivery or the last date of the
minimum service charge period plus any previously accrued charges.
Both the service charge and the purchase price shall be payable on the
date the purchase price is determined. Any accrued service charges on
unpriced grain at the contract expiration will be payable on that
date.

WARRANTY: Seller warrants that he has title to and the right to sell

the above described commodity, that the same is free and clear of all

liens, security interest and encumbrances and hereby agrees to warrant
and defend the title hereto against all claims. This contract is not

assignable by Seller. This contract shall be binding upon the heirs,

administrators, executors, or successors of the parties hereto.

This contract constitutes a voluntary extens10n of credit. This is
NOT covered by any grain buyer's bond. -

The sole remedy for resolution of disputes arising under this contract
shall be through arbitration proceedings before the National Grain and
Feed Association (NGFA) pursuant to the NGFA Arbitration Rules.

Please sign & return duplicate copy as soon as possible.

Customer Signature ' ' Date AG PARTNERS COOP Date
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CUSTOMER AGREEMENT

BROKEAGE ACCOUNT TERMS

This agreement ("Agreement”) sets forth the terms and conditions under which we, Man Financial Inc, will open and maintain one or more accounts
(collectively, the "account”) in your name and on your behalf and otherwise transact business with you. If this account has been introduced to us, all ref-

1. PARTIES.

You agree that the parties to this Agreement shall consist of us
and you. If this is a joint account (including a community prop-
erty account), the term "you" refers to each account holder.
Except as disclosed in writing to us, no person other than you has
any interest in the account. If this is a joint account, each

account holder has full authority to act on behalf of the account” :
and you authorize us to follow the instructions of any account -

holder as if such person were the sole account holder. All obliga-
tions arising hereunder are joint and several and may be enforced
by us against any or all account holders. Notwithstanding the
foregoing, we may require joint action by all account holders with
respect to any matter concerning the account, including the giv-
ing or cancellation of orders, and the withdrawal of monies,
securities or other property. In the event of the death of either or

“any of the joint account holders, the surviving joint account -

holder(s} shall immediately give us written notice thereof, and we

. may, before or after receiving such notice, take such action,

require such papers and inheritance or estate tax waivers, retain
such portion of and/or restrict transactions in the account as we
may deem advisable. The surviving joint account holder(s) and
the estate of the deceased joint account holder shall be jointly
and severally liable to us for any net debit balance or loss in the
account in any way resulting from transactions initiated prior to
the receipt by us of the written notice of the death or incurred in
the liquidation of the account or the adjustment of the interests
of the respective parties.

Laws governing joint ownership of property vary from jurisdiction
to jurisdiction. Generally, however, for joint tenants with rights of
survivorship, in the event of the death of either tenant, the entire
interest in the joint account shall be vested in the surviving joint
tenant(s) on the same terms and conditions. For tenants in com-
mon, the interest in the tenancy shall be equal unless specified
and in the event of death of either tenant, the interest in their
share of the tenancy shall vest in the decedent’s legal representa-
tive. State laws regulating community property vary Consult
your own legal adviser.

2. APPLICABLE LAW AND REGULATION.S; MARKETS.

All transactions shall be subject to all applicable law and the
rules and regulations of all federal, state and self-regulatory agen-
cies including, but not limited to, the Board of Governors of the
Federal Reserve System and the constitution, rules and customs
of the exchange or market (and clearing house) where executed.
Unless you provide us with specific instructions, we may use our
discretion in selecting the market in which to place your orders.

3. DEPOSITS ON TRANSACTIONS.

You agree to maintain, without demand from us, such margin,
cash or other acceptable collateral as we in our discretion require
from time to time and you agree to pay on demand any debit bal-
ances in your account. You will make deposits of such margin or
collateral immediately upon our request. You will provide us with
any information we may require for immediate confirmation of
wire transfers,

. erences to us in this Agreement shall include your broker, and your broker shall enjoy all benefits and rights hereunder.

4. SECURITY |NTEREST AND LIEN.

As security for the payment of all of your obligations and liabili-
ties to us or any of our affiliates through whom you conduct
business, we shall have a continuing security interest in all prop-
erty in which you have an interest held by or through us or any of
our affiliates including, but not limited to, securities, futures con-
tracts, cash commodities, commercial paper, monies, any
after-acquired property and all rights you may have against us or

* any of our affiliates. In addition, in order to satisfy any such out-

standing liabilities or obligations, we may, at any time and
without prior notice to you, use, apply or transfer any of such
securities or property interchangeably (including cash and fully-
paid securities). In the event of a breach or default under this
Agreement or any other agreement you may have with us or any
of our affiliates, we shall have all rights and remedies available to
a secured creditor under any applicable law in addition to the
rights and remedies provided herein. .

5. DEFAULT.

Should we deem it desirable for our protection, or should we feel
insecure, or should you be in breach of or violate any of the terms
of this Agreement, we are authorized to declare (and without the
necessity of a call for additional capital) you in default under this

" and any other agreement you may then have with us or our affili-

ates, whether heretofore or hereafter entered into. In the event
of default, each of us and our affiliates reserves the right to sell,
without prior notice to you, any and all property in which you
have an interest held by or through us or our affiliates, to buy any
or all property which may have been sold short, to cancel any or
all outstanding transactions and/or to purchase or sell any other
property to offset market risk, and to offset any indebtedness or
position you may have, including by means of an exchange for
physicals transaction, after which you shall be liable to us, for any
remaining deficiencies, losses, costs or expenses sustained by us in
connection therewith. Such purchases and/or sales may be
effected publicly or privately without notice or advertisement in
such manner as we may in our sole discretion determine. At any

_ such sale or purchase, we may purchase or sell the property free

of any right of redemption. In addition, we shall have the right to

- set. off and ‘apply any amount owing from our affiliates to you

against any indebtedness in your account, whether matured or
unmatured. You. are unconditionally obligated to pay to us the
amount of any debit balance in your account, however incurred,
at the lesser of the highest rate permitted by applicable law or
two percent above the current prime rate as announced from
time to time by the banking institutions with which we normally
do business.

6. FEES AND CHARGES.

You understand that we will charge commissions and other fees for
clearing, execution, custody, storage, delivery or any other service
furnished to you and you agree to pay such commissions, fees and
interest on monies owed to us at our then-prevailing rates. You
understand further that such commissions, fees and interest rates
may be changed from time to time. You will also be charged a fee

«
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CUSTOMER AGREEMENT

BROKERAGE ACCOUNT TERMS

for positions transferred to another broker We may receive remu-
neration for directing orders to a particular broker or dealer or
market center for execution. Such remuneration is considered
compensation to us. We may pay a portion of fees and commissions
charged to your Account to third-parties that have introduced
your account to us or serviced your account. You understand that
we or an affiliate may act as principal in certain transactions with
you, including but not limited to, cash market transactions, for-
ward contracts, or exchanges of physicals for futures (“EFPs”).

7. MAKING DELIVERY; LIGUIDATION INSTRUCTIONS.

You agree to give us timely notice if you intend to make or take
delivery under a contract or to exercise any option contract. If so
requested by us, you shall satisfy us that you can fulfill your oblig-
ations to make or take delivery and shall fumnish us with property
deliverable by you under any contract in accordance with our
directions. We shall not have any obligation to exercise any long
option contract unless you have furnished us with timely exercise
instructions and sufficient initial margin with respect to each
underlying contract. If we sell any property at your direction and
you fail for any reasons to supply us with such property, we may
{but shall not be obligated to) borrow or buy for you any property
necessary to make such delivery. Under no circumstances shall we
be obliged to make any payment or delivery to you except againist
receipt of payment or delivery by you of monies or other property
requested by us. You shall be responsible for providing insurance
coverage for' any deliveries made or accepted by you. We do not
provide any insurance coverage. If you do not provide insurance

. coverage, you agree to bear the risk of loss.

8. CONSENT TO LOAN OR PLEDGE.

Within the limits of applicable law and regulations, you hereby

authorize us to lend either to ourselves or to others any securities
or other property held by us in your margin account together
with all attendant rights of ownership, and to use all such property

as collateral for our general loans. Any such property, together .

“with all attendant rights of ownership, may be pledged, repledged,

hypothecated or rehypothecated either separately or in common
with other such property for any amounts due to us thereon or for

. a greater sum, and we shall have no obligation to retain a like

amount of similar property in our possession and control.

9. REPORTS.

Reports of execution of orders sent by us to you shall be binding
and conclusive on you unless, in the case of a verbal report, you
object at the time the report is received by you or your agent; and
in the case of a written report, you object in writing prior to the
opening of trading on the business day following the day you
have received the report. In addition, if after you havé placed an
order with us and have not received a written or verbal confirma-

tion thereof in accordance with our practice, you immediately -

shall notify us thereof. If you fail to notify us as set forth in this

section, you agree that you shall be deemed estopped to object

upon discovery of any error or omission, from correcting the error
or omission, and putting the account in the same position it
would have been in if the error or omission had not occurred.

10. WAIVER, ASSIGNMENT AND NOTICES.

Neither our failure to insist at any tme upon strict compliance
with this Agreement or with any of the terms hereof nor any con-
tinued course of such conduct on our part shall constitute or be
considéred a waiver by us of any of our rights or privileges hereun-
der We may assign this Agreement and your account upon notice
to you. Any assignment of your rights and obligations hereunder
or interest in any property held by or through us without obtain-
ing the' prior written consent of an authorized representative of
ours shall be null and void. Notices or other communications,
including margin calls, delivered or mailed, including by facsimile
or electronic transmission, to the address provided by you, shall,
until we have received notice in writing of a different address, be
deemed to have been personally delivered to you.

11. CLEARANCE ACCOUNTS.

If your account has been introduced to us by another broker, that
broker is acting as your agent and your broker in this relationship
is not an agent of or affiliated with us. You agree that your broker
and its employees are third-party beneficiaries of this Agreement.
Unless we receive from you prior written notice to the contrary,
we may accept from such other broker, 'without any inquiry or
investigation: (a) orders for the purchase or sale of securities and
other property in your account on margin or otherwise; and (b)
any other instructions concerning your account or the property
therein. You understand and agree that our role is limited to
execution, clearing and bookkeeping for transactions made
pursuant to instructions from you or your broker, and we
generally will not inquire into the circumstances surround-
ing any transaction for your account. We are not
responsible for any acts or omissions of your broker,
including, but not limited to, sales practices, trading prac-
tices or recommendations. You agree to look solely to your
broker for redress of any loss or damage arising out of cir-
cumstances other than our own gross negligence or willful
misconduct in the execution, clearance or bookkeeping of
transactions for your account. You understand and agree
that we will pay a substantial portion of the brokerage
commissions charged to your account in consideration of

~ introducing and servicing your account.

and to have waived any objection to our execution or failure to .

execute any transaction. Nothing contained in this section, how-
ever, shall bind us with respect to any transaction or price
reported (whether verbal ot in writing) in error, or prevent us,

10

12. INDEMNIFICATION; COSTS OF COLLECTION.

You agree to indemnify and hold. harmless each of us, our affili-
ates and our respective shareholders, directors, officers,
employees and agents from and against any liability, damage, cost
or expense (including, without limitation, legal fees and
expenses, amounts paid in settlement of any claims, interest and
any fines or penalties imposed by any exchange, self-regulatory
organization or governmental agency) any of them may incur or
be subjected to with respect to you or your Account or any trans-
action or position therein, or as a result of your violation of any of
your representations, agreements or obligations under this

Agreement. You agree to pay and authorize us to charge you for
any direct or indirect costs of collection, defense and enforcing
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any of our rights under this Agreement including, but not limited
to, interest, legal fees, court costs and other expenses.

13. FREE CREDIT BALANCES; TRANSFER
ARRANGEMENTS.

You hereby direct us to use any free credit balance in your account
in accordance with all applicable rules and regulations and you
authorize us, in our discretion, to transfer any free credit balances
and cash in your account daily to a non-regulated account.

14. RESTRICTIONS.

You understand that we may restrict or prohibit trading-in, or
close, your account.

15. CREDIT INFORMATION AND INVESTIGATION.

You authorize us and, if applicable, your broker, in our or their .

discretion, to-make and obtain reports concerning your credit
standing and business conduct.

16. LEGALLY BINDING.

This Agreement shall be binding upon the parties hereto and
their respective successors and assigns and supersedes any prior
agreements between the parties with respect to the subject mat-
ter hereof. You further agree that all purchases and sales shall be
exclusively for your account in accordance with your oral or writ-
ten instructions. You hereby waive any and all defenses that any
such instruction was not in writing as may be required by the
statute of frauds or any similar law, rule or regulation.

17. AMENDMENT.

You agree that we may modify the terms.of this Agreement at
any time upon prior written notice to you. By continuing to
accept services from us, you will have indicated your acceptance
of any such modification. If you do not accept any such modifica-
tion, you must notify us thereof in writing and your account may
then be terminated, but you will still be liable thereafter to. us
for all remaining liabilities and obligations. Otherwise, this
Agreement may not be waived or modified absent a written
instrument signed by an authorized representative of ours. No
oral agreements or instructions purporting to amend tth
Agreement will be recognized or enforceable.

18, SEVERABILITY.

If any provision hereof is or should become or-be deemed to be
inconsistent with any present or future law, rule or regulation of any
court, arbitral body, sovereign government or regulatory body hav-
ing jursdiction over the subject matter of this Agreement, such
provision shall be deemed to be rescinded or modified in accor-
dance with any such law, rule or regulation. In all other respects,
this Agreement shall continue to remain in full force and effect.

19. LIMITATION OF LIABILITY.

"You shall have no claim against us or any of our affiliates for any

loss, damage, liability, cost, charge, expense, penalty, fine or tax
caused directly or indirectly by: (a) any law, regulation, rule or
order; (b) suspension, or termination of trading; (c) war, civil or
labor disturbance; (d) any delays or inaccuracies in the transmis-

ities for any reason; (e) failure or delay for any reason of any bro-
ker, bank, depository or custodian to fulfill its obligations or to
pay in full any amounts owed to us; (f) failure or delay by any

-entity which, consistent with applicable regulations, is holding

customer segregated funds, securities or other property, to pay or

deliver same to us; or (g) any other causes beyond our control.

We will execute your transactions sclely as your agent. In execut-
ing transactions on an exchange, we may use floor brokers (who
may be our employees or other agents of ours), but we will not be
responsible to you for negligence or misconduct of an indepen-
dent floor broker if, at the time the floor broker was selected, the
floor broker was authorized to act as such under the rules of the
relevant exchange and the appropriate regulatory agency. We will
not be responsible to you in the event of erroy, failure, negligence
or misconduct on the part of any intermediary, commodity trad-

ing advisor or other person acting on your behalf and, without
limitation, we have no obligation to investigate the facts sur-
rounding any transaction in your Account(s) which is introduced
by such intermediary, commodity trading advisor or other person.
You will indemnify us and hold us harmless from and against any
and all liabilities, penalties, losses and expenses, including legal
expenses and attorneys' fees, incurred by us as a result of any
error, failure, negligence or misconduct on the part of any such
intermediary, commodity trading advisor or other person acting
on your behalf, We shall only be liable for actions or inactions by
us which amount to gross negligence or fraud. You also agree that
we shall not be liable to you for any losses, costs, expenses or
other damages sustained by you in the event of any failure or
delay by any exchange, market, clearing house, bank or other
depository institution where any of your funds or other assets are
maintained, or a failure or delay by any member, bank or agent of
any of the foregoing, or a failure or delay by any of the foregoing
to enforce its rules, to fulfill its obligations or to make any pay-

.ment, for any reason whatsoever. You waive any claim, cause of

sion or reporting of orders or other information due to a.

breakdown or failure of any transmission or communication facil-

it

action or right as against us, our employees or agents that may
arise or occur as a result thereof.

20. TELEPHONE CONVERSATIONS.

For the protection of both you and us, and as a way of correcting
misunderstandings, you hereby authorize us, at our discretion
and without prior notice to you, to monitor and/or record (with

or without tone warning devices) any or all telephone conversa-

tions between you and any of our employees or agents.

21. ADDITIONAL RIGHTS AND REMEDIES.

The rights and remedies granted herein to us are in addition to
any other rights and remedies provided to us in any other agree-
ment you may have with us, and you hereby appoint us as your
agent to take any action necessary to perfect ourselves with
respect to the security interest granted to us in this Agreement.

22. AUTHORITY.

You represent that this Agreement has been duly authorized and
executed by you and that you have full power and authority 1o
trade futures, physical commodities, currencies, securities and
options on the foregoing and related instruments. By signing this
Agreement on behalf of an entity, you represent t that the entity on
whose behalf you are acting is aurhonzed {0 enter into this
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Agreement and that you are duly authorized to sign this
Agreement in its name.

23. CUSTOMER'S REPRESENTATIONS AND
WARRANTIES. o

You represent to us that all information supplied by you in con-
nection with the opening of your account, including the
Customer Account Application, is accurate and complete, and
that we are legally entitled to rely on such information, and you
agree to report promptly to us any material change in such infor-
mation. You represent to us that you have read and understand
all risk disclosure statements that we have provided to you, and
understand that all transactions effected for your account are at
your risk, and that you are solely liable therefor under all circum-
stances. You acknowledge that futures trading is only suitable for

persons who are financially able to withstand losses. Such losses

may substantially exceed margins or other funds you have

deposited with us. You agree to inform us immediately if you.

cease to be willing or financially able to sustain such losses.

24. PENSION ACCOUNTS.

If you are a Keogh Plan, Pension and Profit Sharing Trust, or other
employée benefit plan as defined by Section 3(3) of the Employee
Retirement Income Security Act (Collectively a "Plan"; "ERISA"),
the undersigned trustee ("Trustee") acknowledges that the estab-
lishment of the account and all transactions executed through the
account. are subject to certain restrictions under Section 404(a) of
ERISA, including the requirement that such transactions be pru-
dent, that the investments be diversified, and that there are
certain transactions -which the Plan is prohibited from:entering
into under Section 406 of ERISA and Section 4975 of the
Internal Revenue Code ("Code"), regardless of whether such

transactions are prudent; and Trustee further acknowledges that -

certain transactions if entered into by the Plan may result in the
recognition of taxable income under Section 511 of the Code.

. Trustee represents and warrants that, with respect to each trans-

action to be executed through the account, the determination as

_to whether such transaction complies with the standards of

Section 404 (a) of ERISA, will constitute a transaction prohibited
under Section 406 of ERISA, or Section 4975 of the Code, or will
result in the recognition of taxable income, will be made either by
Trustee or by another person who has been determined by Trustee
to be either a fiduciary or an investment manager properly dele-

gated the authority to make, or to advise the Plan as to, such -

determinations. Trustee understands and agrees that the individ-
ual account plan permits participant-directed investments
pursuant to Section 404(c) of ERISA. In no event shall we have
any responsibility.or authority to make, or to advise the Plan or
Trustee as to, such determinations. Tristee understands and
agrees that we are neither a fiduciary nor an investment manager
with respect to the Plan as defined in Sections 3(21) and 3(38) of
ERISA. Nevertheless, if, contrary to the expectations of the par-
ties, it is ever finally determined that we .are a fiduciary or
investment manager, our responsibility and authority in acting in

. such capacity shall be limited to performing our obligations as
specifically set forth herein, and Trustee represents and warrants

that such allocation of fiduciary responsibility is authorized under

By signing this Agreement, Trustee agrees to indemnify us for any
liability which may be imposed on us ‘including, but not limited
to, Section 409 of ERISA or any tax which may be assessed
against us under Section 4975 of the Code, or any other damage

or expense which may be suffered by us by reason of your being’

subject to the provisions of ERISA, including all costs and
expense (including attomneys' fees) incurred by us in defending
against the foregoing. The foregoing provision shall also apply to
any federal or state fiduciary law governing the investments of
employee benefit plans which is supplementary to, or in lieu of,
the specific provisions of ERISA referred to herein.

25. CURRENCY EXCHANGE RATES.

If any transaction is effected in a foreign currency, any profit or loss
arising as a result of a fluctuation in the exchange rate affecting
such currency will be entirely for your account and risk. All deposits
shall be made in United States currency, unless we request any such
deposit in the currency of some other country, in which case such
deposit shall be made in such currency. When any position is liqui-
dated, we shall debit or credit your account in United States
currency at the rate of exchange determined by us in our sole discre-
tion on the basis of the then prevailing money rates for such foreign
currency, unless you shall have given us specific written instructions
to make such debit or credit in the foreign currency involved.

26. FUNDS ON DEPOSIT IN NON-U.S. BANKING
INSTITUTIONS.

Funds of customers trading on United States contract markets
may be held in accounts denominated in a foreign’ currency with
depositories located outside the United States or its territories if
you are domiciled in a foreign country or if the funds are held in
connection with contracts priced and settled in a foreign cur-
rency. Such accounts are subject to the risk that events could
occur which would hinder or prevent the availability of these
funds for distribution to you. Such accounts may also be subject
to foreign currency exchange rate risks. :

You authorize the deposit of funds into such foreign depositories.
For customers domiciled in the United States, this authorization
permits the holding of funds in regulated accounts offshore only
if such funds are used to margin, guarantee, or secure positions in
such contracts or accrue as a result of such positions.

In order to avoid the possible dilution of other customer funds, if
you have funds held outside the United States, you further agree
that your claims based on such funds will be subordinated in the
unlikely event both of the following conditions are met: (1) Your
futures commission merchant is placed in receivership or bank-
ruptcy; and (2) there are insufficient funds available for
distribution denominated in the foreign currency as to which you
have a claim to satisfy all claims against those funds.

You agree that if both of the conditions listed above occur, your
claim against our assets attributable to funds held overseas in a
patticular foreign currency may be satisfied out of segregated cus-
tomer funds. held in accounts denominated in dollars or other
foreign currencies only after each customer whose funds are held

“in dollars or in such other foreign currencies received its pro-rata

the instrument pursuant to which you maintained in accordance

with Section 402(c) of ERISA.

12

portion of such funds. You further agree that in no event may a
customer whose funds are held overseas receive more than its
pro-rata share of the aggregate pool consisting of funds held in
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dollars, funds held in the particular foreign currency, and non-
segregated assets of the company.

27. CFTC REGULATIONS,

You are aware that CFTC Regulation 1.35(a-2) (2) requires you .

to create, retain and produce upon the request of the CFTC, the
United States Department of Justice and the applicable exchange,
documentation of cash transactions underlying exchanges of
futures for cash commodities or exchanges of futures in connec-
tion with cash commodity transactions and, if you effect any
such exchange of futures, you will comply with Regulation 1.35
{1-2)(2). If you maintain separate accounts in which, pursuant to
CFTC Regulation 1.46(d)(6), offsetting positions are not closed

out, you understand that, if held open, offsetting long and short

positions in the separate accounts may result in the charging of
additional margins even though offsetting positions will result in
no additional market gain or loss. If you are a non-United States
person, you acknowledge that: (a) CFTC Regulation 15.05 desig-
nates us as the agent of foreign brokers, customers of foreign
brokers, and foreign traders for certain purposes; and (b} CFTC
Regulation 21.03 authorizes the CFTC to request, when unusual
market circumstances exist, certain account information from us
as-well as foreign brokers and traders.

28. ONLINE SERVICES/ELECTRONIC STATEMENTS.

If we provide you with access to online brokerage service facili-
ties, you agree to our posted terms of use, privacy statement and
service agreement and the Electronic Order Entry & Account
Access Agreement as if the same were set forth in this
Agreement. We do not guarantee access to your account at all
“times, nor do we guarantee the receipt, acceptance and entry of
any order transmitted to us electronically. You further agree that
any market data or information provided to you will not be
broadcast, retransmitted or ‘commercially exploited and you
acknowledge that exchanges and markets have a proprietary

interest in this data and information. If you have agreed to the

electronic transmission of information, you understand that we
do not guarantee delivery.

29. GOVERNING LAW; JURISDICTION AND VENUE;
SERVICE OF PROCESS; LIMITATION ON ACTIONS;
WAIVER OF JURY TRIAL.

In order to induce us to accept this Agreement, and for other

good and valuable consideration, the receipt and sufficiency of

which is hereby acknowledged, you hereby agree to the following:

CUSTOMER AGREEMENT

A. This Agreement is made, upon acceptance by us, in the
State of Illinois, and shall be governed by, and the rights and
liabilities of the parties shall be determined in accordance
with, the laws of the State of Illinois, without regard to any
of its conflicts of laws, principles or rules, and by the laws of
the United States.

B. If you have not entered into an arbitration agreement or
if arbitration is unavailable, all actions or proceedings,
whether initiated by you or us, with respect to any con-
troversy arising out of or related to this agreement, shall
be litigated only in courts whose situs is in the State of
llinois, You hereby submit to the jurisdiction of the
United States District Court of the Northern District of
Illinois, Eastern Division, and any other court of compe-
tent jurisdiction whose situs is in Chicago, Illinois. If you
bring any arbitration {including, but not limited to, NFA
arbitrations), administrative or reparations proceedings
against us, you hereby authorize and direct such arbitra-
tors, administrative law judges, or judgment officers to
hold any such proceedings in Chicago, Hlinois. You
hereby waive any right you may have to transfer or

change the venue of any litigation you may bring against

us, or that such litigation is brought in an inconvenient
forum or that forum is improper.

C. You agree to accept court service of process by registered or
- certified mail addressed to you at the address you provided
in your customer application, or to such other addresses as

you have supplied to us in writing, and such service shall .

constitute personal service of process.

D. No judicial, administrative, arbitration or reparations pro-
ceeding may be commenced by you or us more than one (1)
year after any claim arises, directly or indirectly, out of this
Agreement or the transactions contemplated thereby. You
hereby waive any statutes of limitation, including, but not
Jlimited to, the Commodity Exchange Act’s and the National
Futures Association’s two (2) year limitation on actions.

E. You hereby waive any right you may have to a trial by jury.

30. HEADINGS.

The headings of the provisions hereof are for descriptive
purposes only and shall not modify or qualify any of the rights
or obligations set forth in such provisions.

I acknowledge that this is a contractual agreement, I have read it carefully and, by signing, T agree to be bound by every term and condi.
tion, including the consents relating to Junsdxcuon, venue, service and limitations on actions set forth in Paragraph 29, No modification
of this Agreement is valid unless accepted by us in writing as provided in Paragraph 17.

Signature of Customer

Signature of Customer

Signature of Customer

Signature of Customer

Title Date
Title Date
Title Date
Title Date

IF A PARTNERSHIP ACCOUNT, EACH GENERAL Pm MUST SIGN; IF A CORPORATE ACCOUNT, AN AUTHORIZED OFFICER MUST SIGN; IF AN L.L.C. ACCOUNT, EACH
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SIGNATURE PAGE

ACKNOWLEDGEMENT OF RISK

I hereby acknowledge that I have received, read and understand the CFTC Rule 1.55 Risk Disclosure Statement for Futures and
Options on pages 1 and 2 of this booklet. I also understand that you are relying on me to familiarize myself with any dxsclosures in this
booklet that are or may become applicable to my trading.

Signature of Customer , Title Date
Signature of Customer : : Title L Date
Signature of Customer Title Date
Signature of Customer ' Tite Date

IF A PARTNERSHIP ACCOUNT, EACH GENERAL PARTNER MUST SIGN; IF A CORPORATE ACCOUNT, AN AUTHORIZED OFFICER MUST SIGN; IF AN L.L.C. ACCOUNT, EACH
MANAGING MEMBER MUST SIGN; IF A TRUST ACCOUNT, EACH TRUSTEE MUST SIGN.

. AUTHCRIZATION TO TRANSFER FUNDS

I authorize you, at any time and without prior notice to me, to transfer any excess funds, equities, securities or other property which you
deem necessary between my Regulated Account (i.e. any account in which there are commodity interests governed by the Commodity
Exchange Act) and any other account(s) held by me with you or any of your affiliates, in order to reduce or satisfy any margin
deficiency or deficit. You agree to confirm any such transfer to me in writing, and such confirmation shall be deemed reasonable notice.

Signature of Customer . _ Tide Date
Signature of Customer A : . Title ' Date
Signature of Customer | Title : Date
Signature of Customer ' : Title § Date _

IF A PARTNERSHIP ACCOUNT, EACH GENERAL PARTNER MUST SIGN; IF A CORPORATE ACCOUNT, AN AUTHORIZED OFFICER MUST SIGN; IF AN L.L.C. ACCOUNT, EACH ~

MANAGING MEMBER MUST SIGN; IF A TRUST ACCOUNT, EACH TRUSTEE MUST SIGN.

PERMISSION TO CROSS TRADES
I hereby consent to you, your “affiliated persons” (as defined in 17 C.ER. 155 et seq., as amended) or any floor broker acting on behalf

- of you or your customers, taking, directly or indirectly, the other side of any order I place with you, in accordance with the rules of

applicable futures exchanges. You are authorized to give my consent to any such floor broker,

Signature of Customer Title Date
Signature of Customer Title Date
‘Signature of Customer - Title ' Date
Signature of Customer ___ ' Title ] Date

IF A PARTNERSHIP' ACCOUNT, EACH GENERAL PARTNER MUST SIGN; IF A CORPORATE ACCOUNT, AN AUTHORIZED OFFICER MUST SIGN; IF AN L.L.C. ACCOUNT, EACH
MANAGING MEMBER MUST SIGN; IF A TRUST ACCOUNT, EACH TRUSTEE MUST SIGN.

CONSENT TO ELECTRONIC TRANSMISSION OF ACCOUNT STATEMENTS'(OPTIONAL)

I hereby consent to your sending to me daily confirmation and purchase and sale statements as well as monthly account statements
(collectively “Statements”) relating to my account(s), at no additional cost to me, by electronic media rather than by hard copy
mailing. I may revoke this consent at any time upon written notice to you.

I wish to receive electronic transmission of my Statements via e-mail at:

REV. 301

PLEASE PRINT E-MAIL ADDRESS CLEARLY.

Signature of Customer : Title ' | Date
Signature of Customer -~ Tidle Date
Signature of Customer . _ Tide Date
Signature of Customer Title : Date _

IF A PARTNERSHIP ACCOUNT, EACH GENERAL PARTNER MUST SIGN; IF A CORPORATE ‘ACCOUNT, AN AUTHORIZED OFFICER MUST SIGN; IF AN L.L.C. ACCOUNT, EACH
MANAGING MEMBER MUST SIGN; IF A TRUST ACCOUNT, EACH TRUSTEE MUST SIGN.
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Carlson Hightand & Co., LLP

Partners

Dean Birkeland, CPA
Glen Bundy, CPA

Dale Carlson, CPA
Randall Highland, CPA
Margo Rosen, CPA

James Schuetzle, CPA
Roger Van Someren, CPA

CERTIFIED PUBLIC ACCOUNTANTS

1

“Through the doors, to experience”

Offices

Amery, Wisconsin
Battle Lake, Minnesota
Fergus Falls, Minnesota
Minneapolis, Minnesota
New Ulm, Minnesota
Osceola, Wisconsin
Wadena, Minnesota

Carlson Highland & Co., LLP, Certified Public Accountants, have compiled the financial statements of
Ag Partners Coop as of February 28, 2006 hereby consent to the inclusion of those financial statements
and our accompanying accountant’s report dated April 19, 2006 in the Offering Circular for the issuance
of Class A preferred stock by Ag Partners Coop.

Corloon Wighland + o F#P

Carlson Highland & Co., LLP
April 19, 2006

L

301 Keller-Avenue S.

Amery Office:
Amery, WI 54001  Phone: 715.268.7999
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Michael D. McIntyre PLC

Attorney at Law

October 17, 2005

- Board of Directors

Ag Partners Coop

First and Broadway

Goodhue, Minnesota 55027 -

Re: Issuance of Class A Preferred Stock

Gentlemen:

In connection with the filing of the Form 1-A Offering Statement with the Seclrn_'ities:‘

and Exchange Commission pursuant to Regulation A — Conditional Small Issues
Exemption under the Securities Act of 1933, as amended (the “Act”), covering issuance
of up to 100,000 shares of Class A Preferred Stock (the “Shares”) by Ag Partners Coop, a
Minnesota agricultural cooperative corporation (the  “Cooperative”), I, as your counsel,
have examined such corporate records, certificates and other documents and such
questlons of law as I have consxdered necessary or appropriate for the purposes of thlS
opinion.

Upon the basis of such examination, I advise you that in my opinion:

(1) The Cooperative has been duly incorporated and is an existing corporatlon in
good standing under the laws of the State of Minnesota and the Coeperative has all

* requisite corporate power and authority to own and operate its property and to carry on its
- business as now being conducted and is duly qualified to do business and is in good -

standing in each jurisdiction wherein the character of the property owned or leased by it
therein or in which the transaction of its business makes such qualification necessary.

(2) At the date hereof each of the limited liability companies -in which the
Cooperative-owns an interest is a company duly organized, legally existing and in good
standing under the laws of its jurisdiction of organization and is duly licensed or qualified
and is in good standing in each jurisdiction in which the character of the properties

- owned or leased by it or the nature of the business transacted by it makes such licensing

or qualification necessary.

(3) The Shares are authorized under the Cooperative’s restated articles of
incorporation as adopted by the members of the Cooperative at a duly called special
meeting held March 10, 2005 and subsequently filed with the Secretary, of State of the
State of Minnesota on May 18, 2005. The board of directors has acted with full authority
as established in the restated articles of incorporation in creating and defining the
characteristics of the Shares through a motion adopted at a regular meeting of the board
held on April 25, 2005. ‘

(4) When issued, either through conversion of member/patron allocated patronage

Michael D. McIntyre PLC '
5000 Marsh Road, Suite |5, Okemos, MI 48864  Phone:(517) 349-6353 Fax:(517) 349-3275
Mailing Address: PO Box 916, Okemos, Ml 48805-0916 e-mail: mikemc@voyager.net
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Board of Directors, Ag Partners Coop
October 17, 2005
Page 2

income accounts or through sale, the Shares will be legally issued, fully paid and non-
assessable. The dividend rate, priorities- on dissolution and other characteristics of the
Shares will be valid and binding, enforceable in accordance with their respective terms,

except as enforcement may be limited by applicable bankruptcy, reorganization,

insolvency, moratorium or similar laws generally affecting the enforcement of creditors'
rights.

(5) The Cooperatlve has good and marketable title to, and undisturbed possession of
all of its Property, including the Property reflected in the Financial Statements, except for
changes arising in the ordinary course of business, subject to no lien, mortgage, pledge,
encumbrance, title, defect or change of any kind, except to the best of my knowledge as
described in the CAPITALIZATION section of the Offering Circular prepared for this
offering.

(6) There is no article, by-law, shareholder agreement, stock preference provision or
agreement, mortgage, indenture, contract, judgment, decree, order, statute, rule or

regulation which would conflict with or in any way prevent the issuance of or payment of

dividends on the Shares.

(7) There are no actions, suits, arbitrations, proceedings or investigations pending or
threatened -against, and none such is being maintained by the Cooperative in law or in
equity before any court or any federal, state, municipal or other governmental

department, commission, board, bureau, agency, instrumentality or arbitrator which either

in any case or in the aggregate will materially adversely affect the financial condition or
operations of the Cooperative and none such is pending or threatened which questions the
validity of the Shares or any action taken or to be taken in connection with the
transactions contemplated in the member/patron conversion of allocated- patronage
income accounts to the Shares.

(8) To the best of my knowledge, the Cooperative is not in default with respect to any
judgment, order, writ, injunction, award or decree of any Court or of any federal, state or
municipal, or other governmental department, commission, board, bureau, agency,
instrumentality, authority, official or arbitrator which would materially adversely affect
the business of the Cooperative and, to the best of my knowledge, the Cooperative is
complying in all material respects with all applicable statutes, rules and regulations of all
governmental authorities including, without limitation, complying with all statutes, rules,
and regulations concerning health and safety, environmental and other matters
concerning any phase of the business conducted by the Cooperative, and including
ERISA and all regulations and published official interpretations thereunder.

I hereby consent to the filing of this opinion as an exhibit to the Form 1-A Offering
Statement relating to the Shares. In giving such consent, I do not thereby admit that we
are in the category of person whose consent is required under Section 7 of the Act.

Very truly yours,

el 341

Michael D. MclIntyre, Attomey |

Michael D. McIntyre PLC
MDM: am
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